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Ottawa, Ontario, 
Monday , 
October 31, 1960, 


ome On commencing at 10:00 a.m, 


~-o=- Commissioners Anscomb and Gobeil not present ---= 


THE CHATRMANs Order, please, Mr. McDonald? 

MR. McDONALD: This morning, Mr. Chairman, we 
will present the submission of Canadian National Railways 
which was dated September, 1960, and filed with the 
Commission on September 16, 1960, Mr. Chairman, we have 
two witnesses, Mr. A.H. Hart, Vice-President of Sales, 
who will deal generally with chapter 2 of this submission 
and chapter 3, plus some other matters which are all 
indicated on a memorandum which I have given to you for 
your guidance, Mr. S.F. Dingle will be called after Mr, 
Hart to deal with operating matters, So, generally 
speaking, Mr. Hart will deal with traffic matters; Mr, 
Dingle, with operating matters. 


T would like to call Mr. A.H. Hart. 


ALEXANDER HENDRY HART, called 


DIRECT EXAMINATION BY MR, McDONALD: 

Qo Mr. Hart, I will just run through your 
history and you can advise me if it is correct. 

Your name is Alexander Hendry Hart; your 
present position is Vice-President, sales, in charge of 
all rail freight and passenger sales and promotional 


activities and of freight and passenger rate making for 
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2 the Canadian National Railways. 

3 You were born in Regina, Saskatchewan; educated 
A Calgary, Alberta, Dartmouth and Halifax, N.S. Schools: 

5 Dalhousie University and Dalhousie Law School. 

6 War service: In the Royal Canadian Artillery, 

7| Canada, Newfoundland, United Kingdom and Northwest Europe 
8 Graduate of War Staff College, Rank at retirement - Major. 
9 Post war, you wereastudent with the firm MaciInne¢s, 
10 McQuarrie & Cooper, which we have heard something about 

11 before, in Halifax, N.S. And following that, you were 

12 with the Department of the Attorney fein | Nova Scotia, 
13 You joined the Canadian National Railways in 


14 1949 and held the following positions: 


15 Assistant Solicitor 

16 Solicitor 

17 Regional Counsel 

18 Associate Commission Counsel 

19 Special Assistant to Vice-President, Traliic. 

20 Assistant to Vice-President, Traffic. 

21 Assistant Vice-President, Traffic. 

22 Appointed Vice-President, Traffic; effective 
| 23 February 1st, 1960 and title changed to Vice- 

24 President, Sales, on September 1st, 1960. 

25 jj You have appeared for the Canadian National 


26 Railways in many general rate cases and Gommissions 


a including: 


28 1951 Turgeon Royal Commission on Transportation 
29 1955 Turgeon Royal Commission on Agreed Charges 
30 1950-55 All general freight rate increase cases 


1950-55 Various hearings on Equalization of 
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Class, Rates. 

You, have also appeared on many specific rate 
cases before the Board of Transport Commissioners and 
on occasions before the Interstate Commerce Commission. 

Mr. Hart, does that correctly outline your 
activities to date? 


Are: It does. 
THE ROYAL COMMISSION ON RAILWAY TRANS PORTATION 


Mr. Chairman and Commissioners: 


The following submission is made on behalf of 


Canadian National Railways: 


CHAPTER 1 


INTRODUCTION 


Canadian National welcomes the opportunity to 
appear before your Commission and give its views upon a 
number of problems which seriously affect its railway 
transportation system, The causes behind these problems 
will be outlined and recommended solutions Will be given 
which will reflect the recent experience of this i tea 
in endeavouring to deal with them, 

Since the Turgeon Royal Commission on 
Transportation made its report in 1951 one of the factors 
affecting rail transportation in Canada has been the 
great increase in the size of the trucking industry and 
the pervasiveness of that form of competition. This 
development, which has occurred during eee when 


Canadian National's expenses have been steadily rising, 
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2 has produced a marked effect upon the ability of the 


3] Company to increase its net revenue. 

4 When railways had a monopoly in the 

5 transportation of large segments of traffic it was 

6 possible to meet increased expenses by raising the 

7 price of rail services, This method of relief has grown 
8 more and more inadequate as the areas and intensity of 


9 competition have broadened. In addition the 


10| effectiveness of such competition has forced the 


11 railways to make vast expenditures for modernization 
12 and upgrading of plant and equipment in order to remain 
13 competitive with the trucks in the national transportatidn 


14 market. 


5 In the field of transportation of passengers 
16 the same pattern has been emerging. The private 

17 automobile, the bus and airplane have made vast inroads 
18 into railway passenger business despite energetic 

19 efforts, particularly since the Second World War, to win 
20 patronage by offering new equipment and faster schedules 
21 together with a greater variety of accommodation. More 
22 recently various travel pians have ees offered to the 


23 public, designed to entice the passenger and his family 


24 from their car ar other mode of transport back to the 
25 jj railway. While some improvement in patronage has been 
26 noted in certain areas, no great swing back to the 

27 railway has been apparent. In 1959 Canadian National 


28 handled 12.7 million passengers as compared with 20 
29 million carried in 1948. 


30 These changes and effects have, of course, com 
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about over the period of the past few years. During 
that time active and energetic steps have been taken by 
Canadian National to meet the problems presented to it. 
The activity of Canadian National in company with 
Canadian Pacific and other railways to increase their 
revenues by raising the price of their product is well 
known and has been much publicized, The strenuous and 
unremitting efforts put forth in an effort to economize 
in respect of operating expenses and thereby make the 
railway more efficient are not as well known, The fact 
that in the past three years Canadian National has had 
a buns tendimn deficit bears witness to the ineffectivenegs 
of these efforts to bring revenues and expenses together 
Also, these results have occurred during years when gros 
operating revenues have exceeded $700 million for the 
first time in the Company's history. 

Canadian National considers these results to 
be disappointing, particularly when viewed against the 
general buoyancy of the economy of the country. The 
clear fact amerges that desppite its efforts Canadian 
National's share of the total Seaside transportation 
market is declining. These facts point to the need for 
further changes in pricing policy in order to attract 
a greater volume of freight traffic to the rails and 
at the same time the urgency of stringent economy in 
operation, not only in the methods and means of 
handling traffic but in respect of the elimination of 
burdens of unproductive services. 


While it is of little comfort, nevertheless 
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it is true that all the other major railways in North 
America and elsewhere are facing the same general 
problems, It is Canadian National's view that the first 
essential requirement to enable the railways to secure 
their proper share of the transportation market is a 
realistic legislative and regulatory climate in which 

to work, The second, and perhaps equally important 
objective, is that the public should be fully informed 
of the facts so as to be cognizant of the railways's 
problems and of the need for a realistic approach to the 
on a broad area or national basis rather than upon 
narrow and purely local grounds. 

Canadian National proposes to place before you 
its views concerning the pricing of its freight services 
with some recommendations for changes in legislation and 
regulation which it feels will enable it to meet more 
effectively the competition it now faces, 

It is also proposed to place before you the 
problems arising out of passenger train operations. Here 
we will offer some suggested changes in legislation and 
improvements in procedure for dealing with such matters 
before the Board of Transport Commissioners which we 
consider to be necessary from the point of view, not 
only of the railway, but of the public and the Board 
itself if realistic progress is to be made in reducing 
the large deficit resulting to Canadian National from 
such operations. 

The matter of the reorganization of Canadian 


National's physical plant which has been built across 
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Canada over the years since 1836 is a large task but of 
vital importance to the ability of the Company to achiev 
fully efficient and economic operation of services of 
the type which our shippers desire and are willing to 
pay for. This reorganization contemplates elimination 
or consolidation of stations and other facilities, the 
substitution of rail or highway services or both where 
the job can be done more economically by such methods, 
as well as the abandonment or rearrangement of certain 
trackage. 

In addition Canadian National will place 
before you its recommendations concerning changes in 
railway legislation which it believes your Commission 
should consider, These changes will have reference to 
traffic and rate provisions of the Railway Act as well 
as some sections governing railway operations, 

Canadian National will give the Commission its 
views on the question of whether non-rail assets and 
earnings of railway companies should be taken into 
account when establishing freight rates, 

Finally, Canadian National's policy followed 
in effecting integration of its highway transport 


services with its rail system will be set out, 


CHAPTER II 


FREIGHT eR es 
A, Railway Rate Making 


The railway rate structure is presently in a 
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state of transition from its original regidity toa 
wotelfiextbie state, due to a combination of carrier 
competition, commodity market conditions and governmenta 
action. Sound rate making must be aimed at fulfilling 
present and potential transportation requirements at a 
rate level, which will allow the movements of the goods 
with the least possible burden upon the producer and 
consumer and yet compensate the carrier for the expense 
incurred, plus a margin of profit. In seeking this 
objective there are at least three alternative methods 
of rate making: value of service, cost of service and 
competitive pricing. Since these methods have various 
interpretations, a brief description of each would be 
useful. 

1. Valve of Service, 

Professor W.T. Jackman, in his "Economic 
Principles of Transportation" deseribes the value of 
service principle as that according to which “rates are 
made on the basis of ‘what the traffic will bear', that 
is, the value of the service to the shipper as indicated 
by his ability or willingness to way Mhene sates ee 
products he has for shipment, There are many who have 
incorrectly interpreted this phrase to mean charging all 
that can be extorted from the shipper for the carriage 
of the traffic, ‘Charging what the traffic will bear' i 
charging such a rate as will enable the commodity to mov 
freely with the least burden upon the producer and 
consumer, a rate which will not tend to aieeteneee the 


flow of traffic, but, on the contrary, will maintain the 
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1 

2 existing volume of traffic and encourage its increase," 
3 

r Ze Cost of Service, 

° The cost of service principle is intended to 

: satisfy the financial requirements of the carrier, This 
; principle sets rate levels on the basis of the costs plu 
: a margin of profit. 

: In the days of relative beep pitied the railways 
‘ made rates according to the value of service principle 
‘ and the rate level was set to encourage the growth of 

ag traffic. 

12 

As long as competitive transportation modes 

. did not exist or remained ineffective, the exclusive use 
ii of value of service principle was effective and its 

. application produced gross revenues of sufficient size 
is to satisfy the financial requirements of the rail 

of carriers, 

18 

The rate structure resulting from the 

of application of the value of service principle was in 

ai existence long enough to permit the location of 

sa production and distribution centres throughout the - 

is land. It would have been unrealistic to attempt, under 
4 monopoly conditions, to switch from the principle of 

a value of service to that of cost of service, using as 

os a criterion the total cost of each particular movement. 
aa Such a radical change would have disrupted a great many 
i local activities and competitive industrial relationships, 
at with little if any gain in total revenues. The result 
sf could also have been far from satisfactory because many 
30 


eommodities could not carry total costs and still move 
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to their markets, They would cease to move. Furthermore, 
the traffic which remained would in many cases pay a 
higher rate under a cost of service plan because the 
cost of the railway plant would have to be met bb «4 
somewhat smaller volume of traffic, 

; 3. Competitive Pricing. 

In today's highly competitive transportation 
field either the value of service or the cost of service 
principle, standing alone, becomes ineffective from the 
point of view of both the shipping public and the rail 
carrier, Consequently, a third rate-making principle, 
called for the purpose of this submission "Competitive 
Pricing", has been introduced, Although it is treated 
separately, it is in reality the merging of elements of 
both the value of service and cost of service principles 
Competitive pricing is designed to produce rates which 
take into account competing carriers' rates and 
aifferences in service standards as well as the 
transportation needs and total demands of various 
shippers. In addition such rates must meet the: 
railways! variable costs of operation plus the 
contribution to overhead that the competitive features 
described above will allow. On a long term basis the 
railway industry must, of course, transact business 
at rates which satisfy its revenue requirements over 
and above variable cost or else it will not be able to 
continue to provide adequate rail facilities and 
equipment nor be able to expand with bie. thaneposbatdon 


requirements of our growing nation. 
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Competitive pricing appears to be the best 
method available to the railway if it is to attract and 
hold a larger portion of the transportation market which 
is susceptible to carrier competition, Much traffic 
lost due to a continuing though declining emphasis on 
value of service should be regained if service were priced 
at competitive levels. Such gains would ensure 4 more 
Ot secs use of railway facilities and greater utilizatior 
of the industry's large capacity. It would also result in 
the lowest possible cost to the shipper, while at the same 
time giving the railways maximum revenues. 

When selecting a medium of transportation, a 
Shipper considers the total cost of his choise: charges 
assessed by the carrier plus the expenses of cartage and 
trans-shipping, if any, packaging, special loading and 
unloading facilities, likelihood of freight damage and 
loss, effect on inventory, etc. Consequently, when a 
earrier elects to change its rates that action is bound 
to affect the shipper's total cost. Therefore, competitiv 
pricing by rail carriers should aim to set rates in the 
light of the shipper's total cost, 

The Dominion Bureau of Statistics has estimated 
that between 1948 and 1958 the railways! share of the 
national inter-city transportation market dropped from 
71 percent to approximately 52 percent, with the water 
carriers! share remaining practically constant. During 
the same period the highway carriers! share rose from 
4.9 percent to 11.1 percent and that of the pipeline 


carriers increased from less than 1 percent to 13.4 


; | Pit: pears tenea: 
On. “ sek yews si ead of ‘odin 
f a j . aa ae 


> Holtetspgedorsd atid -to aotizedq. seamal: out 


tes toques TOLTISZO. OF of satqeoeue. me fi 


> 
s(t aN, 


ivasa to cutee ; 


.Blovel oviditeques aq 
: Re 


ysuliax to ema iapbortte | 


a 


ial es! yadenbat, end: v» fa 


oJ 


veswol. oid 


oe 


oxivinz oin3 a 


—_ 


= « 
> ra — az ae > — 
7 =. i ; 
e - 


fs egeptenoo seqgice, 


ioeyses and (d-Deegeses ff 


> > mune & . Tee) 
i eee 0 LQq td SOs iy 


to. tight ae 


ee - 


Pyte 
INegeneTé 


i 


'eatetoo eisai 


v1 sect (prata. *stebege nt eile ms 
hk 


Lo. satehiiesy bey, ‘ead “toy Pn ah 


Vit wai int anh At 
SL od teseneg kyaigahi sail more 


Woy Ls ; 


ANGUS, STONEHOUSE a@co..ttp. Hart 9 dir. 18410 
TORONTO, ONTARIO (McDonal a ) 


percent. While the development of western oil and gas 
fields accounts to a large extent for the increase in 
pipeline traffic, these estimates point out the increase 
of the highway carriers' share of the market, partially 
at least, at the expense of railroad handlings. 

During this period the railway industry 
has taken many steps to meet this increasing competition 
A measure of this effort may be found in the comparison of 
the Board's waybill analysis reports, In 1949 competitive 
rates and agreed charges accounted for 124 percent of 
total freight revenues in Canada, while in 1958 they 
accounted for approximately 37 percent. 

However, the rapid growth and the improved 
efficiency of the highway transport industry have more 
than offset the action taken by the railways in their 
attempt to retain their relative share of the national 
transportation market. 

The construction of every new highway, the 
improvement of any old one, the improvement of 
waterways, the dispersal of the industrial production 
with resulting shorter hauls for ali carriers, Spe 
continuing trend to shorter inventory periods at all 
levels of production and trade, and other incidental 
changes such as the démand for specialized equipment 
compatible with new freight handling and packaging 
methods, all indicate that the railway industry will 
be undergoing yet more vigorous competition in its 


solicitation of traffic. 
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B. A Pricing Policy for the Future. 

In Canada's economy today all signs indicate 
that the demand for vue Raased revenue from rail services 
will continue to expand rather than decrease, Sone 
method must be found whereby the railways can obtain 
increased net revenues by attracting to the rails a 
much larger share of the expanding transportation market 
Canadian National believes it can accomplish this 
objective by a further and fuller development of its 
competitive pricing techniques. 

Future rate action will call for much more 
to be known about traffic conditions, relative carrier 
cost and service advantages, and shipper's ability to 
weigh rate differentials against service differences, 
The general heading of knowledge of traffic conditions 
covers a wide area of study dealing with the traffic 
itself, i.e., the tonnage potential, the transportation 
economics of individual commodities, and the 
transportation practices and service requirements of the 
shipping public, 

Market research and allied studies are useful 
in determining the range of rate adjustment needed to 
maximize the contribution to railway overhead whenever 
a@ specific rate problem is to be dealt with. This 
phase of pricing activity is related to the elasticity 
of demand, which, in other words, is ‘Ke sensitivity of 
traffic to rate changes. | 

Another aspect of SR or pricing is 


the frequent use made of cost information pertaining 
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to rail and competing media of transportation, 
Competitive pricing involves many situations when the 
rail carrier must know his variable costs to determine 
whether the rate, which would be effective in retaining 
the vulnerable traffic, can produce a contribution; 

or the variable cost of the competitive carrier to 
determine the minimum level of rate adjustment required 
to protect or secure the traffic involved, In marginal 
cases the information of both costs is required. Much 
costing work of this type has been carried out. 
Increased competition undoubtedly calls for a greater 
effort, Canadian National is taking steps to meet 

this need, 

As allerail service is not similar to highway 
door-to-door service, inferior in some cases, and better 
in others, the strict comparison of relative rates is 
not sufficient, Weighing of the differences in service 
standards has to be brought in to establish an adequate 
rate differential, under or over the competitor's rate, 
The trend to more exacting service requirements on the 
part of the shipping public calls fos intensive study. 
of this complex problem. It should be pointed out that 
when the rail carriers as a result of improved statistical 
information are in a position to react more quickly to 
competitive forces, the solution to this differential 
problem will be relatively simpler. 

While it is not an integral part of 
competitive pricing, the future success of such a 


policy will be dependent upon the shipper's ability 
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to weigh the rate differentials against the service 
standard differences. Effective solicitation requires 
investigation by the railways of the shipper's reactions 
to these facts. 

To compete effectively with other modes of 
transportation, railway management must have the 
discretionary power to apply its best judgment to the 
aehax ou at hand, to determine the price of its 
service, and the conditions under which service is 
offered. It is equally important that the utmost 
flexibility be retained to allow the railway to adapt 
to individual circumstances, 

The shipper who has a ready alternative 
cannot be expected to wait patiently upon any 
regulatory formalities that must be satisfied before 
the railway can change its rate or service pattern; nor 
is he likely to be interested in the fact that under 
existing legislation an elaboratejustification may be 
required for a competitive rate quoted by the railway. 
Many of the requirements of regulation that are harmless 
enough in the non-competitive field become in eae 
degree a nuisance and a burden in the battle for 
competitive traffic. In some instances obligations 
intended to protect shippers have the effect of 
protecting the railways' competitors, Canadian 
National suggests, therefore, that in the public interes 
there are only three items of regulation which retain 
their justification in the competitive field: 


(a) the rates in effect should be made known 


: v 


OG a A ~<, ¢ 

cet i ee | Cini ay 7 Reet es ed : 

uy 4 é iL : v ; ; a a od? cin _ ; i -, z 

z ee, swine sat tuntooia eet prea tae ~— hed oF 


ee . 
ae een pO Ron Sheena: ,seonete? hah beats 


} ' 
‘se bla at ae iT ool ich His 
as 7 44 > * ; a 2 an ants 
u 7” 4 = 
c . 7 : | = or 


a 


ho lioean/ 2B noes rt adit > Jo eyoviler od’ val nottanto ew ’ 
Oy 


a 


_ 
7 


il 3 | : ads; ed on candid oe. ti 


» 
=e ,) = a 
re ; 


‘ 
% 
to. sebor vedio cddow gieviveaette stJeqmoe of ; os\ 
; y , oh 77 
| “gl? veo deus tiawepeceam yerflen ,aottadvogensdt” 
eng od ¢aomebet dead «FL phage of) genod..cxen sitet eR hh 
‘ ; : b aL 
$ 
t 


. : ‘ 4 P “ a ¥ 
. n't Ae 4 ' Mies bY Ve i) ren} ne {iQ reeudth 
; i ty o l , : 
7 i f > r% Eyryt earl? ~ ‘ce « © alvyen ‘ 


mie 3 yt Ope af Fi ,bexelto 


SLY Isy al aueeead &192% igeqe > cog echt at copes 


io 990725 ort oved eveggida doevoug of Bs 


NSLS it D Sigt Legace ‘eyeuifes an? aalvam 
be 


Heisval olicagq ev chr IEay L. poe Deuseds balers 


PS eee “= 
» 7 i - 7 ; F* 
pias 


 iheyor Asiste,y ane Bie To, ees? ft sends. <i ou : 


Ps 
te: 
tg 


ie 
ia 


a 


- tbtwz? erie ksegio® $d oe atte 
1 


s) 


ee 


= faoe® fe ‘abe ota ior de, 


ANGUS, STONEHOUSE a@co.tto, Hart, dir. «eg 4A 


TORONTO, ONTARIO (McDonald) 
1 

2 to the shipping public; 

3 (9) the rates shouid not go below variable 

4 cost; and 

5 (c) the rates should not be lower thar 

6 necessary to meet competition, 

7 With these safeguards it should be left to the railways 
8 to reflect in the various combinations of price and 

9 iarcuse offered to the public, the inherent advantages 
10 of rail transport. It is submitted that in so doing 

11 the railways should regain traffic and thereby maximize 
12 in the competitive field the contribution of this traffi 
13 to the constant cost of running the railroad, It follows, 
14 therefore, that such a policy would act to the advantage 
15 of shippers who now have no practical alternative to 

16 rail transport. 

17 This suggestion would leave the railways free 
18 from onerous regulation in dealing with the problem 

19 of meeting carrier competition, Its implementation 

20 would not require any change or alteration in the well 
21 known yardsticks used to measure the justness and 

22 reasonableness of railway freight rates, such as the 

23 Board's standard for permissive level of earnings and 

24 the equalized class rate scale. Neither would it 

29 | affect in any way the safeguards in the Railway Act 

26 | which protect the public from unlawful discriminatory 

va | rate practices, 

28 In the area of non-competitive traffic, the 

29 railways mustnot retard new development ae put rates 

30 at a level which will prevent the movement of traffic. 


nex ' 


: ae acai peer ein 


sidgt beene wofed. < » dom breeatn stir eae 


 ) eyeelie: ac of See ae BR iwene 7 abraugotse enod aw 


A 4 es Piri af 
; oe, 

ot? of hers the cetriee me hn 

. i aig i i" 

Pi . ; 7 ae 5 aft iu 7 

suteb od mt hed fipdde ei IE eae slab Etats te a | 

5 < j ¥ hee ‘' 


paiuixan ydeviert. bas oft tent aiager Biewie eyew rts a ea. 


° aor 7 Pn P ; 
; i a 
7 Le kh OS ‘= 7 5 = 
rs a ln ome niga tage ee eet 
in 
a 
- 
é 
ee 
3 
= 


ia. set Doe hh swine eae eat we 


i | baotiia-: an Seelare? 7.0 wee Fees Ano 4 sds od 


<ieg states 
pas 
= 
2 
f 
4 


A 
= = C& 
a ge eR ena roman pee 
4 
2 
— 
me 
- 
ad 


Snot ner ; s? Uae Sivew iy & Mee Dees: .S 1979s redd 


) ithe bseaqrde To 


1g *, ne; 7 » 
petegans ta LIey 


iS AWe° SbI 45 ¢ ey YSN Lier Bo ater siden aawe 


a 


he J Jt aks 5 " iol Hirsh we S 
Lent f ) a acelo Derk i gup 
ts imib6n St OF BpPget STISE #iz % eer Er x 4 
- 
“* 


wip ts Iiiwadess, qn), ofitieg ag 1 ae 


‘ 


on 


ea0kt : 
if eeltlivaqus stem 2ote ond 
Hey 1 ea a 
twig tee beso toveh we ine la 
| fot Ne ie ee ; 
ae 16.9 av Ch, swerve it 


A 
y \* : : A 


a : . 9 oad 


ANGUS, STONEHOUSE & CO. LTD. Hart, dir, 18415 
TORONTO, ONTARIO (McDonald) 


This is not an easy task and is accompanied by pressure 
from all sides seeking concessions. Here, the trained 
judgment of competent railway officers will still have 
to be relied upon to ensure just and reasonable rates 
with the Board, of course, exercising its jurisdiction 
to deni wite cases of complaint as required. 

In the competitive field a minimum degree 
of regulation is proposed, so as to place the railways 
more nearly on an equal footing with their competitors, 
Meanwhile railway regulation in the comprehensive and 
traditional form retains its original justification in 
respect of non-competitive traffic. 

Much has been said before your Commission 
about the effect of the horizontal percentage method 
of increasing railway freight rates to meet the carriers 
revenue needs, Canadian National believes that when its 
competitive pricing program is fully implemented the 
meee for general increases in railway rates will be 
greatly diminished. Nevertheless some general increases 
in all rail rates may be required in the future to deal“ 
with such matters as particular freight rate irewtese 
arising during the transition period before the 
competitive pricing program is fully effective, or to 
meet general inflationary conditions in the years to 


come, 


RECOMMENDATION 
Canadian National recommends that sections 


328 and 334 of the Railway Act be amended to allow the 
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railways to set competitive rates based upon ordinary 
commercial principles of pricing, subject to the 
requirement that the rates must be made known to the 
Shipping public, remunerative, and not lower than 


necessary to meet competition. 


GHAPTER III 


PASSENGER TRAIN SERVICES 


When the railways of Canada were originally 
built, they had a virtual monopoly of land transportation. 
Because of the power of their monopoly, the railways 
were soon subjected to government regulation, The aim 
of the regulation was basically to protect the shipper 
against excessively high rates and to avoid 
discrimination between different shippers. The railways 
were required to carry all traffic offered which include 
some uneconomic services that had to be supported by the 
earnings from more profitable services, During this 
period of monopoly there grew up the attitude on the 
part of the public, the government and the railway 
that there was a duty to provide pater wherever and 
whenever there was a public demand for it. Because of 
this attitude the provision of passenger services has 
been regarded as an implicit obligation of railway 
operations, This attitude still persists and Canadian 
National management and staff have always ecratiteu 
great importance to the provision of good passenger 
service to meet the demands of the public. Canadian 


National believes, however, the time has come for all 
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1 
2 concerned to recognize that the railways no longer have 
3 a@ responsibility to provide any pasgenger service other 
4 than may be justified by sound business administration, 
5 In recent years, due principally to 
6 competition from the private motor car and airlines, 
7 there has been a steady reduction in the volume of 


8 passenger business, This has resulted in this service 


9 becoming unprofitable. With the steady growth in truck 


10 and pipeline competition, Canadian National has found 
11 it increasingly difficult to increase its freight 

12 revenue by raising rates. Consequently, in recent years 
13 it has not been possible for Canadian National to make 
14 up the passenger deficit out of earnings from other 

15 sources, and an over-all deficit has resulted, partly 
16 due to the passenger deficit and partly due to deficits 
17 in other operations. 

18 1. Passenger Train Operations 

19 A measure of the effect which the inability 
20 of passenger train service to meet its expenses has 

21 upon the over-all results of Canadian National is shown 
22 by the deficit incurred on its Canadian lines in the 

23 operation of passenger trains in 1958. 
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CANADIAN NATIONAL RAILWAYS - CANADIAN LINES 


PASSENGER TRAIN REVENUES AND EXPENSES -1958 


(EXCLUSIVE OF COMMUTER TRAIN OPERATIONS ) 


REVENUES 
Passenger Fares $36,280, 000 


Sleeping, Parlor, Dining 7,562, 000 


Express and Mail 50,310, 000 
Other 1,060, 000 
Total Revenues $95,212,000 
EXPENSES 
Road Maintenance & 7,167,000 
Equipment 26,711,000 
Traffic 5,678, 000 


Transportation (Inc 
Express) 78,524,000 


General 6,709,000 
Communications-Rail 1,230,000 
Miscellaneous, Rentals, 
Taxes. 4,793, 000 
Passenger Portion of Sie 87 
Expenses | 4,658, 000 
Operating Expenses $136, 070, 000 
OPERATING DEFICIT $ 40,858,000 


No allowance has been made in the above 


revenues for the value of free transportation. 
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1 

2 The revenues shown for 1958 are taken directl 
3 from railway accounts. The expenses shown under the 

4 various headings have been calculated by using the 

5 same techniques ae were used in the railway's 

6 submission showing the cost of moving Crow's Nest grain, 
7 In the ae of the Crow's Nest grain, the 

8 traffic is basic to the plant and of a continuing 

9 phanester which the railway must be prepared to handle 
10 indefinitely. Therefore, the portion of depreciation 

11 and cost of money associated with the investment in 

12 facilities and equipment devoted to the grain movement 
13 was included. On the other hand, the passenger train 

14 service is a by-product service and of an incremental 

15 nature, Consequently, no portion of the general railwa 
16 constant costs has been assigned to the passenger service. 
17 As outlined in another portion of this 

18 submission, Canadian National is moving towards an 

19 amalgamation of Express and L.C.L. shipments as part of 
20 Merchandise Services, Therefore, the investment in 

21 passenger train equipment to carry express may not have 
22 to be renewed, Similarly, if the recommendations made 
93 by Canadian National herein in respect of passenger 

24 train services are carried out, there should be a 

25 great reduction in conventional passenger service with 
26 a corresponding decrease in the amount of equipment and 
07 facilities which will have to be replaced in the future, 
28 Since the railway at present is not able even to 

29 estimate the extent of the reductions in the passenger 


30 train service in the near future, and consequently 
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cannot estimate the investment which must be serviced 
and renewed, no investment or depreciation costs have 
been included in this estimate of the passenger train 
deficit. 

During 1959 and 1960, management has continue 
its efforts to minimize this deficit position, Revenue 
and expense figures for 1959 are being prepared and will 
Pease sis at the time of presentation of this 


submission, 


2. Efforts to Minimize Passenger Losses 

The attitude of Canadian National management 
has not been one of passive acceptance of passenger 
deficits. Its policy has been to seek the abandonment 
of all services on which patronage has fallen off to the 
point where they were demonstrably unnecessary; that is 
to say, cases where the general public in particular 
areas preferred to use other modes of transportation 
and such alternatives were readily available. There 
is clear evidence that even this moderate effort has, 
in most instances, been unacceptable to the Habits by 
reason of the long-standing assumption that the railway 
have a duty to provide passenger services regardless of 
costs in relation to earnings, A study of cases before 
the Board of Transport Commissioners shows that there 
is almost always strong opposition to the abandonment 
of services, even where patronage has almost disappeare 
This has been so, despite the fact that only the most 


obvious cases have been progressed to the Board. [In 
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cases where there was clearly some public demand for 
passenger service but not enough to make the service 
profitable, Canadian National has sought to operate a 
minimum service. In those areas where there as been 
evidence of a good passenger demand or the possibility 
of creating a good demand, Canadian National has pursue 
an aggressive policy aimed at building up passenger 
business. 

The downward trend in passenger handlings has 
not occurred overnight, A comparison of passengers 
carried by all railways in Canada and the Canadian 
population for the period 1871 - 1958 is shown on 
Statement N.P.1. It is apparent from this table that 
population increases produced additional rail passenger 
until about 1921 when the automobile began to appear in 
substantial numbers. Since that date, with the exceptian 
of the World War II years, rail passenger handlings 
have decreased in spite of the rise in our population, 
Statement N.P. 2 shows Canadian Nationl's system 
passenger handlings by years from 1940 to 1958, This 
indicates that such traffic has fallen off about 33 
percent in the past ten years. 

Canadian National action of adjusting many 
of its passenger services in order to minimize losses 
or improve individual services and thereby attempt to 
reverse the trend has been concurrent with this falling 
off in patronage. Statement N.P. 3 shows the net resul 
of the reductions and increases made in passenger train 
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services over the years 1954 to 1959 inclusive. This 
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statement is compiled by provinces and excludes commute 
and second section trains, that is trains which are 
operated to handle overflow from regular trains, The 
statement given below shows that with the exception of 
the inauguration of the Super-Continental service in 
April 1955 and the addition of a five day week mail 
train between Montreal and Toronto, the overall record 
fe mainly of service reductions producing a net 
decrease of 2,300,000 train miles a year. This 
reduction represents 10 percent of the passenger train 
miles operated during 1953. The following table 


summarizes the adjustments made in these six years: 


ANGUS, STONEHOUSE & CO. LTD. Hart, dir. 18423 
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Passenger Train Miles 


Decrease in annual passenger train 
miles due to cancellation of regular 
passenger trains without Budd car 
substitution or reduction of 
frequency of service or rerouting of 
existing regular passenger trains 


(Statement NP-3) 3,300, 000 
Decrease in annual commuter train miles 400, 000 


Decrease in annual passenger train miles 
for extra sections of regular passenger 


trains or extra trains. 700, 000 


DECREA : 
{258 peyeEg? He ie s298) 4,400, 000 
Increase in’annual passenger train miles 


oe 


due to operation of new regular 
passenger train or increase in frequency 
of service or rerouting of existing 


regular passenger trains (Statement NP-3) 1,900,000 


Increase in annual passenger train miles 
due to inclusion in C.N.R. Canadian cinas! 
statistics since 1953 of the train miles 
of passenger trains operated for C.N.R. 


subsidiary companies or the Hudson Bay 


Railway 200, 000 
TOTAL INCREASE 2,100, 000 
NET DECREASE 2,300, 000 


(1954 to 1959 inclusive ) 
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It is estimated that these service reductions 
have reduced the demand for diesel locomotives by 35 
units. At the same time, it is considered they have 
eliminated the need for some 130 replacement passenger 
car units as well. 

At the same time as these regular train 
service adjustments were being made a number of regular 
he aveean trains were replaced by self-propelled rail 
diesel cars (Budd Railiners). Particulars of these 
substitutions are shown on Statement N.P. 4. In some 
cases the purpose of these substitutions was to realize 
substantial operating economies, but in others it was 
directly related to providing an improved service to 
the public. In some cases in addition to the 
substitution of the Budd Railiners, truck and bus 
services over the highway were inaugurated as well. 

It is estimated that these passenger service 
adjustments have permitted a reduction in operating 


costs of the order of $13 million per year, as follows: 
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(a) Estimated annual reduction in costs 
resulting from the net decrease in 

passenger train miles (other than for 
commuter trains) including interest and 
depreciation on the cost of new diesel units 
which would have been otherwise required 


($900,000 per year) & 4,400, 000 


(o) Estimated annual reduction in costs 
resulting from the net decrease in 
passenger car miles (other than for 
commuter trains) including interest and 
depreciation on the cost of new passenger 
cars which would have been otherwise 


required ($1,900,000 per year) 5,900, 000 


(c) Estimated net annual reduction in 
costs resulting from commuter service 


curtailments 1,300, 000 


(d) Estimated net annual reduction in 
costs made possible by Budd car 


substitutions 1,300, 000 


$ 12,900,000 


say $ 13,000,000 
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3. Passenger Sales Promotion 

At the same time that adjustments in service 
have been made in order to effect operating economies, 
Canadian National has been making strenuous efforts in 
an endeavour to increase the patronage of its passenger 
services. Whether or not the trend away from rail 
travel can be reversed is not yet apparent. However, 
the Company is trying every idea which appears to have 
any chance of success in its efforts to increase net 
passenger earnings. A short description of each of 
these sales ideas should be of interest. 

(a) Maple Leaf Tours 

The Canadian National has set up a special 
organization for the promotion of individual or group 


package tours at pre-determined all-inclusive prices, 


(bo) Mid-week Bargain Coach Excursions 
Reduced incentive fares have been established 
to attract passengers during the mid-week, a period 


during which travel is normally light. 


(c) Reserved Coach Seats 

Coaches accommodate twice as many passengers 
as can be handlied in parlor cars, The reserved coach 
seat plan was inaugurated in certain sections of 
Canada in an effort to divert patronage to coaches 
from the parlor cars in order to reduce the consist of 


trains. 


(d) Enclosed Space for Tourist Passengers 


On the "Super-Continental" open section 
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tourist cars have been replaced with the more popular 
duplex roomette sleepers which the Company had 
available, Each of these sleeping cars accommodate 

24 passengers. This enabled patrons to have enclosed 
accommodation at regular coach class fares, plus 
tourist roomette charges, Introduction of the roomette 
cars coincided with the coming into service of tourist 


lounge facilities, 


(e) C.N.R. "Go Now - Pay Later" Plan 

The plan may be used for the purchase on an 
installment basis of any transportation or hotel 
facilities furnished by the Company, as well as the 
supply of a reasonable amount of cash to cover the 
incidentals related to the journey. This arrangement 


is made through certain chartered banks. 


(f) All-Inclusive Plan 

The plan makes available to the public the 
type of travel package offered by the air lines, at 
rates which are competitive with other forms of 
transportation. Furthermore, to attract highway 
travellers reductions are allowed for groups of people 


or families travelling together, 


(g) Group Coach Economy Fares 

These attractive low fares which offer 
substantial reductions for groups travelling together 
were designed to encourage people to travel by rail 


rather than on the congested highways. 
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(nh) Credit Cards 

Credit facilities are available to customers 
who desire this type of arrangement, and this enables 
them to charge the cost of practically every form of 
Canadian National or Trans-Canada Air Lines services, 


in addition to certain auxiliary services, 


4, Canadian National's Passenger Policy 

Canadian National's objective is to operate 
passenger services in those areas where they can now, 
or in the reasonably foreseeable future, meet their 
costs of operation in a manner which will engender the 
good will of the travelling public and encourage 
passenger travel, To this end it is the Company's 


policy: 


‘ 


(a) To sell passenger travel with initiative 
imagination and resourcefulness, using moder 
research, marketing and selling techniques, 
(ob) To set passenger travel prices at a 
level to secure maximum returns from the 
services operated. 
(c) To run passenger trains and provide all 
auxiliary services efficiently, courteously, 
expeditiously and reliably; to develop and 
train staff and to encourage among them the 
esprit de corps necessary to achieve this. 
(d) To improve old or develop new types of 
secret methods, practices and facilities 


with the object of producing more efficient 


and attractive transportation. 
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As the various passenger operations of the 
Company are studied, it will be found that certain 
train services are not returning their Satins cost 
of operation and that there is no reasonable prospect 
of their doing so in the foreseeable future. It is 
the Company's policy in respect of such services that 
they should be removed or changed so as to relieve the 
railway from the obligation of performing service at 
a loss. 

It may be that some of these deficit operations 
could have been reduced in recent years by drastic 
curtailment of unprofitable services, However, the 
experience met in presenting the most obvious and 
simple cases to the Board did not give confidence that 
any wholesale attack on the problem would meet with 
success in view of the known public opposition to 
such action. It is, therefore, vital before 
aggressive action is taken before the Board of Transpor 
Commissioners to remove or change those services which 
cannot meet at least their variable cost of operation, 
that a proper "climate" be created within which to 
carry on such a program, 

In order to create such a favourable climate 
Canadian National believes that an amendment is 
required to the Railway Act, which would give 
legislative support to this program of removing 
uneconomic services, It would enable the Board to 
‘deal with cases on the basis of the Si cme involved 


as well as the availability of alternate services for 
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the public conerned, free from emotional and other 
pressures which presently are injected into the 
consideration of such problems, 

Canadian National believes that where 
alternate services are available to the public there 
should be no question of its right to give up an 
unproductive passenger train service. When no 
alternate service is available to the public Canadian 
National, recognizes that it may be justifiable in the 
public interest to require the railway to continue some 
passenger service, even if it is not returning its 
variable cost of operation, but only on the basis that 
any loss in the performance of such service shall be 
paid as a specific reimbursement from the public 
treasury. We believe the number of such services will 
not be large and that they can, in the main, be of a local 
nature, They should, however, be kept under constant 
review so that the public treasury would be relieved 
of the burden as soon as alternate service is provided. 

Given the legislative support suggested which 
will promote and encourage the elimination of all train 
services which are unprofitable, it is the view of 
Canadian National that its passenger train deficit can 


be eliminated entirely. 


RECOMMENDATION 
Canadian National recommends that the Railway 
Act be amended by adding Section 315(A): 


"215A. (1) Notwithstanding anything in this 
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or any other Act the. company may, subject 

to this section, discontinue the operation 

of any passenger train service whenever the 
revenues from such service fail to meet the 
cost of operation, 

(2) Ninety days' notice of any decision 
of the company to discontinue any passenger 
train service shall ne given to the Board, 

(3) The Board may, with the approval 
of the Governor in Council, by order, 
restrict or forbid the exercise of any 
right under this section whenever, in its 
opinion, the maintenance of the service is 
required in the public interest, 

(4) The amount of any loss to the 
company arising out of any order made 
pursuant. to subsection (3) shall, upon 
verification and certification by the Board, 
be paid to the company annually out of the 


Consolidated Revenue Fund. 


GHAPTER IV 


REORGANIZATION OF RAILWAY PLANT AND FACILITIES 


Canadian National has been actively engaged 
in reorganizing and modernizing its railway plant and 
equipment for some years. Substantial changes have 
already been made, and yet much remains to be done 
before the company can bring its efficiency of operatio 


to the point where it will be fully competitive with 
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other forms of transportation. Some ites require 
only time, effort and money to accomplish; others 

need not only a greater public ‘awareness of) tic problem 
but alterations in the procedure and legislation 
governing such matters, 

The need for large scale reorganization of 
railway plant and facilities has stemmed mainly from 
two circumstances. The first of these was the 
inability of the railway to keep its property fully 
maintained and up-to-date during the period of 
depressed economic conditions from 1930 to 1939 and 
throughout the Second World War. The second is the 
great rise in competition from other media of 
transport experienced principally since the end of that 
war, 

The general conditions of the depression held 
maintenance at as low a level as safe operations would 
permit. During the war when the roadbed and facilities 
were subject to peak traffic loads the plant was not 
maintained to as high a standard as would have been 
desirable because of manpower and material shortages. 
In addition to this deferred maintenance problem the 
railway in recent years has had to cope with more 
exacting demands from its shippers who have become 
increasingly accustomed to alternative transportation 
choices in terms of service and equipment, 

Consequently in the past ten years the investment 
program of Canadian National has been directed toward 


restoring and modernizing the physical plant in order 
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to meet this increased demand on the part of industry 
with better equipment and service designed to cope 
with the AE CETERA i of other carriers, 

Since 1950 Canadian National has invested 
close to $1.5 billion in its plant. This investment 
has produced the following major areas of betterment: 

Dieselization of all lines in Canada; 

Extension of passing tracks throughout the 

system required by dieselization; 

Upgrading main line track structure in 

Western Canada; 

Construction of modern freight yards at 

major centres throughout Canada; 

Installation of centralized traffic control 

(GxT.C.,)5 
Improved communications; 

Upgrading of the freight car fleet and the 
inauguration of new piggyback and merchandise 
services, 

Before describing the items individually, it 
should be pointed out that reorganization and 
modernization, including increasing use of modern 
equipment and methods, results in better utilization 
of our labor force, While improved work organization 
and advancing technology may have immediate adverse 
effects on a relatively small proportion of the labor 
force, the overall effects are beneficial to the 
employees as well as the railway. 


The Company's ability to compete in today's 
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transportation market would have been sharply curtailed 
unless it had undertaken this program, Also, without 
such changes the railway would not have been able to 
provide employment for a labor force as large as that 
currently employed, nor to maintain pay and working 
conditions at standards comparable with those of other 
workers in the community. . 

Improved technology has changed the 
character of much railway employment from heavy manual 
labor to a machine operating type of work, The general 
upgrading of tasks associated with the inereasiug use 
of modern technical equipment reduces the physical effort 
required of employees, creates jobs of a more 
interesting and challenging nature and results in 
inereased efficiency to the benefit of both the 
Company and its employees. 

However, technological change, and the more 
efficient organization of work have brought some 
problems. During the past few years these changes alon 
with a disappointing volume of traffic have resulted 
in a decline in the overall demand for labor, and 
consequently, reductions in staff. Over the range of 
railway jobs the effect of the various factors have 
been uneven. “ome job classificaions have become 
virtually extinet; in others the number employed has 
been sharply reduced while the demand for some skills 
has increased. 

The problem of employees in this situation 


is one to which the Company has given a great deal of 


bit 


De 


(peeks so yiquade cased eved tow desea oo sakes 


tues tw CALA .. MATZ arc? nexadvobae bat 9b i 
eved ton bLisow var ban ot: inline 
: Ti } 
as optot net o wh ‘treugotgue ebtvesq 


TRY otetatew. ot vor bere Lame eidconmme 
itiw ofdetrygon ebtabasts. os srordtpne 


v#tosmm orld ak atextow — 


benatelo eacl Ye fourtsed bering wr, b 


| Se 


syomyolame yawiler dom To tetdestardo 
8 ot todst- 


sles? Yo antbataqu 


. “4 ... 
‘t) ‘i . Be 7. 
ev s0oM 


ime tcgweo daeltolyte 


2 
& 
Fae 
- 
“ 


re 
a 


Linteqysalh s oF 
" 
4 4 


eat at eatroed s a 


ems idong a 


at aqotdouber eee 


. 


od to vest he ont wéol 


ania® 


- — ~— “yee 
7 — a call 
7 : 7 St << ee 
- m , a» F o am 
ct ti mgt tnt i ci RT I A A ET Se eel eee —" 
tp 
* ~2 


aad bevol@me uedawe edt erative at i tontixe 
| : ee 


ei{ine smoe im? bites bi  otitiw beoubes ¥ 


Renn 


7. i 


‘nokaaud Sa ‘Bet at a sie 


ANGUS, STONEHOUSE a@co.tro. Hart, dir, 18435 
TORONTO, ONTARIO (Mc Donald ) 


attention. In so far as is practicable, every effort 
is made to minimize disruptions to the labor force. 
It is the policy of the Company to provide surplus 
employees with the opportunity of retraining for other 
work and of transferring to employment elsewhere within 
the Company, so far as its freedom of action permits. 
New skills associated with the Sitvoats wien of new 
methods or new types of equipment are acquired in 
these retraining programs, examples of which are; 
Training steam locomotive enginemen and 
Shop mechanics in the handling and 
maintenance of diesel locomotives; 
Training of clerical employees in the 
operation of mechanical and electronic 
equipment ; 
Training of employees in the operation 
and maintenance of new types of communication 
equipment, 
Thousands of our employees have benefitted through such 
retraining programs. 

As part of its personnel organization, the 
Company maintains employment offices in strategic 
centres across the system. Laid off employees are 
asked, in fact are urged, to register at the employment 
office where every effort is made to relocate them 
within the Company. We areproud of the success obtaine 
in relocating employees and the increasing numbers 
registering and accepting recall or transfer perhaps 
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Canadian National. 

Despite such efforts to retrain and relocate 
surplus employees within the Company, declining traffic 
demand has dictated that some employees must be put 
out of work. The ability of the company to absorb 
these employees is also limited by factors such as; 

Point and eraft seniority provided in various 

labor agreements; 

Immobility of labor; 

Inability to acquire new skills. 

When it does become necessary to eee the 
employment of any substantial number of employees in 
a community, the Company gives as much advance: notice 
of this fact as possible and holds discussions with the 
affected employees, their unions, and the community 
administration, and as well gives personal counselling 
to such employees. By these measures the impact of 
layoffs on individuals and the community is minimized 
and the transition to other fields or areas of 
employment is facilitated, 

Some description of these technological and 
other changes and their effect will be of interest and 


assistance to the Commission. 


A. Matters Within Control 
of Railway Management 
1. Dieselization Program 
No single factor has had .“ more influence in 


reducing expenses and improving transportation efficienty 
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than the current program of dieselizing the railway. 
Diesels improve operating efficiency by: 

Reducing the cost of fuel; 

Increasing the productivity of train and 

engine crews; 

Requiring fewer stops for servicing and 

reducing wage expense through the handling of 

longer and heavier tmains at more sustained 

Speeds; 

Reducing repair costs; 

Using removable standardized sub-assemblies 

which makes possible a high degree of 

serviceability; 

Reducing in size and number the repair and 

servicing facilities required; and 

Reducing wear and tear on equipment because 

of smoother handling characterictics., 

Complete dieselization of the Canadian 
National System was accomplished in April, 1960, at 
which time there were 1852 diesel units and 107 heatin 
units in service on Canadian lines. With the provisio 
of ancillary equipment for servicing and maintaining 
the diesel fleet this program as it affects Canadian 
lines has cost the Company $386,300, 000, 

Some idea of the effect of dieselization can 
be obtained from a calculation made which shows that 
had the 1959 Canadian lines traffic been handled on 
the basis of an all-steam operation at 1959 prices 


the extra cost to Canadian National would have been 
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$100,800,000,. Savings of this magnitude rottina to 
the capital expenditure involved represents a return 
of over 27% before interest and depreciation. 

2. Increasing Size of Trains 

With dieselization, main line trains have 
grown in size, with a beneficial effect on train costs 
per ton-mile. The following table shows how train 


tonnage has grown as the railway became more 


dieselized: 
Year % Diesel Gross Tons per 
Geretie As Freight Train 
1950 3 1647 
1951 10 1699 
1952 20 1760 
1953 we 1806 
1954 465 1834 
Leo 48 1908 
1956 oy 1987 
1957 i 2009 
1958 ST 2156 
1959 92 2142 
(1) G.T.M. = Gross ton miles 


3. Inerease in Productivity 

With the diesel has come greater productivity 
and faster service. 

Productivity is best measured by the gross 
ton miles carried per freight train hour, which is a 


measure of tonnage and speed of the trains over the road, 
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TORONTO, ONTARIO (McDonald) 
Year @.T.M. per 
Freight Train Hour 
1950 26,400 
1951 26,900 
1952 28,800 
1953 °31,500 
1954 32, 300 
1955 33,100 
1956 34, 400 
Ue see 36,600 
1958 41,700 
1959 42,500 


This table shows how productivity per train went up 
as the percentage of diesels increased. 

Between 1950 and 1959 the average freight 
train speed rose from 16 to 20 m.p.h. This average 
speed is calculated on the basis of elapsed time 
between terminals and is not indicative of the actual 
speed of the train, Elapsed time includes all stops 
for loading and unloading and the time taken to move 
the trains out of and into terminal yards. Actual 
speeds of freight trains vary and are governed by 
permissible speed on each subidivision. Many main 
line trains must maintain over the road speeds of 40 
to 60 m.p.h,. to make their schedules, while way freight 
often operate at very low speeds, stopping at all 
stations to load and unload packages and to pick up 
and set out cars. Both types of train are included in 


the calculation. 


100K otaet ida tort 


oe ep eremneranaenin ere wha wor 


a J | 
or a + 


Ae 


Oe ‘ 


we 4 GOR, Be ne S80 L 


- —— a= 
WY a ; PCed 
al a in | 
: OOL .& J Cte lt 


on toaow alesd? « viivivoubcrq wort awode efdst ela? . 


ft ge eer . no eS oe 4 sieht ob —o 
4 ~ cs wf ma se 7 ¢ i . re. Daa) .~ 2 * er, ¢ gary a 8 
5°23 mots ka SAed i Se a WA A aot 10 PRS THoas a Y | lu 
ri 
: : x ' . 
| ' 


‘ oh lite, DB on ue ‘ fat atte , fe ~ | Awe Ree et ¢ ~ a 
w £5 ots GAs ee ae ee ee CON = Phe CY ZL Bie ‘HE Ty roel 
. x 
, ny -: > 
' ~~ er ere > ; i” ofr ry ¢ a a ech ™ ao. Hm a 8 bs 
: pene aeyV 3 uk s a LE i 3 Jv tor eS he | 5 ABO Tt me os 5. 1c ¥ PAT 

re i ‘ i 

- ' 


sult besqale to slesd ed ap betalgefaen et beeqae 

re 2OR Bie : ; ' vs IO kar L ‘On 6. BRS glk hayad foow?d ed 
| 

gecove Ils gebyulout wel? beacel 


a atau eek Yo beega 


oe in ‘it mi at . » iw pt _ ere ae a ‘ on nue i, as 
SVOWi Oe. Tesi¢ hoa id DOS Th Dae 1 TTR BS 2 TLS 


nian not  .mLetvibidua toa ae a) 
; i aes! 


26 Yo shesqe baot odd steve aietdiam tem ania 


fgsiox? ysw oitdw ,asivubedos sions oxen .o@ Pee, 


| ‘ . a ae 
’ ifs 8 gatqqo?va ,abeege wol prev ve staxe 


Gu asta of) bas regenloag baolau a Beh 
jae 


‘ pebuLont va, ntact ta ‘wom? ahs 


ANGUS, STONEHOUSE a@co.tto. Hart, dir. . 18440 
TORONTO, ONTARIO (McDonald ) 


4, Centralized Traffic Control 

The precision and flexibility of centralized 
traffic control (¢.T.C.) which eliminates dependance on 
timetables and train orders can also add up to 50% to 
the traffic capacity of a single track. Canadian 
National installed its first ¢.T.C. during the war 
years to expedite traffic between Moncton and Halifax, 
Since the War, installations have been made between 
St. Hyacinthe and Charny, Que., Foleyet and Hornepayne, 
Ont., and Atikokan and Port Arthur, Ont. Studies have 
shown C.T.C. can be economically justified on the main 
line of 40 single track subdivisions from Sydney to 
Vancouver. In view of the capital expenditures 
involved, the program is being advanced in annual stages, 
By the end of 1959 Canadian National had 1101 miles of 
eae equipped with C.T.c. At that time installation 
was under way on a number of other subdivisions of 
which 830 miles is expected to go into service in 
1960. This program is continuing. 

5. Motive Power Control 

To take full advantage of the inherent 
ability of diesel locomotives to operate much longer 
distances with minimum servicing, territorial 
assignments of diesels is much broader than in the cas 
of steam locomotives. To obtain the highest practicable 
level of utilization of diesels, regional motive power 
control bureaux have been established with 
communications facilities that permit immediate 


exchange of information between regions and within 
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each region. There is constant consultation between 
all those concerned with using and servicing diesels, 
and to co-ordinate the repair shop loads with 
transportation requirements, This development has 
enabled the work load to be handled with fewer units 


and has reduced the overall cost of locomotive repairs, 


6. Radio Communications 

Radio and "talk back" communication systems 
have been tested in railway operations, and continuing 
studies are being carried out to determine the greatest 
potential benefits. Caboose to engine, train to train, 
ele to wayside and wayside to despatcher radio 
communications are being installed in British Columbia 
this year. The system is designed to add to the safet 
of operations, reduce delays to trains and maintenance 


gangs and give greater utilization of equipment. 


7. Mechanical Data Handling 

Significant progress has been made in the 
application of integrated data processing techniques 
to the huge mass of data required in recording and 
controlling railway operations, A mechanical 
inventory control system is being employed for physical 
and financial control over stores, material issues, an 
purchases. A computer program using mathematical 
formulae is used to revise tables of reorder points 
and quantities for the various stock items, 

The computer system, centred in Montreal, 


prepares payrolls and pay cheques for nearly all 
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employees in Canada and mechanical procedures are 
employed to compile personnel statistics and compute 
pensions, 

Yard offices are being mechanized in order 
to supply from a common source the necessary data 
requirements for Advanced Consist Information, Car 
Tracing for customers, Revenue Accounting, Operating 
Statistics, Traffic Statistics, Locomotive Power 
Control and Operational Research, 

8, Road Maintenance 

The railway has invested some $27,000,000 
since World War II in roadway machines and small tools 
to secure greater productivity and more effective 
maintenance with less interference to traffic. 
Approximately 60% of Maintenance of Way and Structures 
expense is for labor and but for Management's action 
of increasing mechanization this proportion would have 
been even greater, Substantial savings and better work 
are resulting from performing work by mechanical means. 
Since the war, mechanical track tools and equipment hav 
been introduced which enable almost every item of 
maintenance to track, bridges and structures to be 
done by mechanical means with a minimum of labor, 

The track gangs of today use bulldozers; 
ballast cleaners; wei k ates spike pullers and 
drivers; power adzes, saws and drills; electric tampers); 
power jacks; rail laying machines; power mowers and 
sprayers. These new tools give the track forces a 


great improvement in efficiency and productivity over 
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even a few years ago. Such devices permit further 
efficiency in that specialized gangs, equipped with 
appropriate tools, can be used to perform routine 
tasks, Special maintenanee gangs, fully mechanized, 
perform cyclical maintenance of the track structure, 
This means that a particular section of track having 
been brought up to a satisfactory standard, is given 
heavy maintenance on a time cycle basis, usually at 
about four-year intervals. Between these repair 
periods only minor maintenance is performed and thus 
more effective use of assigned labor is obtained. 
By sustaining a satisfactory level of maintenance, 
transportation costs are kept at reasonable levels by 
permitting faster and heavier trains to be operated; 
the accelerated deterioration that comes with under- 
maintenance is checked and the cost of recovering this 
under-maintenance, which is in some part punitive, 
is avoided. 

9. Yard Modernization 

Switching yards in most of the main and 
intermediate terminals have been extended and 
renovated during recent years to facilitate the 
handling of traffic. Over $10,000,000 has been 
expended during the past decade to provide suitable 
trackage for sorting in-bound traffic and marshalling 
outbound cars, at Edmonton, Sarnia, Joffre, Garneau an 
Corner Brook, Alterations and additions have also been 
made at Port Mann, Jasper, Hamilton, Edmundston, St. 


John, North Sydney and Halifax. 
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Key marshalling points on Canadian National 
are Winnipeg, Toronto, Montreal and Moncton, To 
handle traffic through and into these cities, many 
small yards were originally constructed when speed 
was not too important and labor expense not so heavy. 
With the growing need for speed and good service, and 
increasing labor costs, management has had to improve 
these facilities, Hump yards with push-button methods 
were approved, and construction started at Winnipeg, 
Montreal and Moncton at a total cost of approximately 
$70,000,000. In the Toronto area, detailed studies 
concluded that transportation needs would best be 
served by constructing a new and modern hump yard 
on the outskirts of the city, with access lines from 
east and west. This plan is now moving forward and 
contemplates an $87,000,000 project before completion 
in about five years’ time. 

Improvements in yard offices and services 
have been obtained by the institution of a mechautacd 
car reporting network, Yard, as well as car tracing 
and other service offices, receive up-to-the-minute 
information respecting the location of cars and their 
sequence in trains. This network is essmtial for 
maximum efficiency in the hump yard operations now 
under SPR acer and in the meantime it is 
producing an appreciable improvement in service to 
railway patrons. 

Improvements in terminal yard facilities and 


methods, together with increased use of diesels and 
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2 C.T.C., has made it possible to speed up the schedules 
3 ef Manifest freight trains, asthe following comparison 


4 between 1950 and 1959 shows: 
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Run 
Montreal - Halifax 
Montreal - Saint John 
Montreal - Sydney 
Halifax -~ Montreal 
Saint John - Montreal 
sydney - Montreal 
Toronto - Halifax 
Toronto - Saint John 
Toronto - sydies 
Halifax - Toronto 
Saint John - Toronto 
Sydney - Toronto 
Montreal - Winnipeg 
Montreal ~ Edmonton 
Montreal ~- Vancouver 
Winnipeg - Montreal 
Edmonton - Montreal 
Vancouver - Montreal 
Toronto - Winnipeg 
Toronto - Winnipeg 
Toronto - Edmonton 
Toronto - Edmonton 
| Toronto - Vancouver 
weceace - Vancouver 
Winnipeg - Toronto 
Edmonton - Toronto 
Vancouver - Toronto 


Winnipeg 


- Toronto 


Hart, dir. 


Elapsed Time 


(McDonald ) 
Train 
NOs 1950 
ALO 53'00" 
440-411 60100" 
A4O-410 78100" 
- AAD 64130" 
412-441 67100" 
Hog-441 91100" 
406 71'00" 
406-411 74!00" 
406-410 108100" 
405 72!30" 
412-405  70'00" 
4OQ—H05 | 94100" 
401 69125" 
401 116!25" 
4O1 167 130" 
yy Not Run 
ALA Not Run 
414 Not Run 
4.03 61!25" 
Log 63115" 
403 108125" 
409-401 115110" 
403 159'30" 
hog-401 166115" 
Hod 66915" 
Hol 116!00" 
4O4 164115" 
402 Not Run 


1959 
42130" 
45130" 
a ele 
45100" 
4yt3o" 
55 ¥00" 
5000" 
48100" 
6200" 

62135" 
65105" 
Toe 
47*30" 
76! 00" 

115130" 
50100" 
81445" 

121145" 
HALO" 
43130" 
T2150. 
T5130" 

109' 00" 

115100" 
BONIS! 
86'45" 

130115" 


50'00" 


18446 


Decreas 
16130" 
14130" 
18130" 
19*30" 
22'30" 
3600" 
21 ' 00" 
26'00" 
46' 00" 

8555" 
i556" 
16°25" 
Ba 55" 


40825" 


17715" 
19145" 
34155" 
39'40" 
50'30" | 
SLi TS 
16' 00" 
29°15" 
34! 00" 


16115" 
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2 Note: & Comparison made with Nos, 404-402.which were 


3 the only Eastbound schedules in effect in 

4 1950, No. 414 commenced operation in 1953, 

5 & & Comparison made with No. 404, as No, 4402 

6 scheduled Winnipeg to Montreal in 1950. 

7 

. 10. Equipment Maintenance 

; By consolidating production at a minimum numbe 
ie of locations, it has been possible to work each shop as 
nearly as possible to full capacity and to get the most 
- efficient use of its facilities and machinery. Savings 
18 have been made in carrying charges, shop maintenance, 
- power chides and heating. In addition, by applying 


better production methods to the repair of a larger 
volume of iwi lad units of equipment savings in both 
labour and supervision have resulted. 

Motive Power Control, whose main function is 
to obtain the highest practicable utilization of power, 
also enables programming of repairs and maintenance so 
that diesel units can be directed to repair points at 
predetermined intervals. This has minimized fluctuation 
in shop work loads with greater utilization of plant and 


equipment and increased efficiency. 


ll. Upgrading of Freight Car Fleet 

The replacement of freight cars worn beyond 
economic use has always called for large outlays of 
capital and for constant managerial control. This problem 
has been greatly complicated during the last ten years 


by the need to select or design replacement units which 
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will more closely meet the needs of the shipping public 

and yet ensure more economical and efficient operations 

The following are examples of progress made to date: 
(a) All-Steel Cars 

ecdee and steel underframe cars are 

being replaced with all-steel cars which 
require less maintenance, give greater 
utilization and can be operated at higher 
speeds. In 1950 some 49% of cars in ute on 
Canadian lines were of all-steel construction 


In 1957 the figure was 69% and at the end of 


1959 amounted to 72%. 


(b) Automobile Transporter 

A double-deck car has been developed. 
Canadian automobiles and the other carries 
six. Seventy-five units of each size are in 
service, The tie-down assemblies that secure 
the standard automobiles can be modified to 
increase capacity by two when handling the 


small European cars. 


(ec) Automobile Cars - Evans Loader 

One thousand cars equipped with a 
device to hold four automobiles per car 
without the use of blocking and bracing were 
placed in service in 1957. These cars enable 
the automobile industry to reduce its loading 


and unloading costs and thus improve the 
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ANGUS, STONEHOUSE & CO. LTD. Hart, dir. 18449 


TORONTO, ONTARIO (McDonald) 
1 

2 railways! competitive position. , 

3 

4 (d) Heated Car Service 

5 "Perishable" traffic is normally carried 
6 in a refrigerator car which is capable of 

7 being heated or cooled as required. A car 

8 has been designed by Ganadian National that i 
9 fully insulated and equipped with heaters. I 
10 can be used to handle traffic requiring heat 
Ar in the winter and as a box car (without heat) 
0 the balance of the year, This type of car 

13 reduces future requirements for the more 
14 expensive refrigerator car and also gives 
15 greater utilization. In addition, it has a 


greater load capacity, It can handle 100, 000 
pounds of canned goods compared with 60,000 | 
pounds normally loaded in a refrigerator 

ear. Two hundred of these cars were 
purchased in 1959, and an additional three 


hundred are on order for delivery in 1960, 


(e) Longitudinal Hopper Cars 

As a means of reducing the cost of 
distributing track rock ballast, 1,495 units 
have been purchased in the last few years, 
When not required for railway work, these 
cars are used to handle revenue traffic 


such as coal. 


(f) Depressed Flat Cars 


These cars are designed to handle loads 
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of unusual dimensions and weight, They are 
used principally for machines and electrical 
equipment such as generators. The trend in 
the electrical industry is to units of 
larger capacity which, of course results in 
greater weight. Realizing this, we have 
added to our fleet of depressed flat cars, 
two units with a carrying capacity of 
275,000 pounds and two with a capacity of 
335,000 pounds, Two units of 120,000 pounds 


capacity were purchased for use in Newfoundland. 


(g) Pulpwood Cars 

as Experiments are under way to reduce the 
cost to the railway and the paper industry 
in moving pulpwood from the forest to the 


mill. Two prototypes are now being tested. 


(h) Covered Hopper Cars 

a These cars are used for moving goods 

in bulk to savecost of packaging. They 
handle many commodities such as cement, lime, 
soda ash, alumina and salt. There is an 
increasing demand for such cars as industry. 


becomes equipped to load and unload them, 


(i) Experiments in the Use of Aluminum 
Five aluminum refrigerator cars are 
‘now undergoing performance testing. The 


principal advantages appear to be a saving 


in.weight of approximately seven tons per 
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car, improved resistance to corrosion from 
salt brine, and decreased maintenance expense 


in painting. 


Le; Freight Shed Improvements 

The movement of less-—than-carload freight 
traffic has been expedited by the mechanization of a 
number of sheds and by the construction of new sheds 
at Montreal and Edmonton, As most of the clerical 
work involved in billing is performed by freight shed 
office personnel, new office machines and data 
processing techniques are installed wherever there is 


sufficient volume to permit economies. 


13. Merchandise Services 

On April 1, 1959, dete National 
established a new department known as Merchandise 
Services for the purpose of making the most efficient 
use of the various forms of rail and highway transport 
which are, or will be, available to the railway for the 
handling of non-carload freight and express traffic. 

The ultimate goal of Merchandise Services 
is to present to the shipping public one department, 
one set of rates, one solicitation force, one form of 
documentation for all non-carload bweeetes be it 
1.c.l. or express, Before this goal can be reached 
radical changes must be planned and tested for a basic 
scheme of collection, transit and distribution of 
such traffic across the country. 


A start has been made in the Maritime 
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provinces, and between dentral Canada and the Maritime 
provinces, on the necessary basic distributing plan for 
the various types of non-carload traffic. A series of 
railheads has been established in the main centres of 
population in the Maritimes. The railhead plan 
involves the dispatch to one central point of cars 
containing traffic for as many as thirty-five 
communities in an area selected to be served from what 
might be called a distributing point. In some instance 
the traffic moves in trailers on flat cars. In other 
cases it moves in box cars and in still other cases 

it moves in high-speed box-baggage cars on passenger 
trains, At the distributing point the cars or trailers 
are unloaded and traffic is handled by highway vehicles 
to communities that may be as far as 50 to 75 miles fro 
the railhead. 

This scheme serves to reduce delays in 
transit, eliminate costly wayfreight handlings and 
reduce or eliminate small shed processing. It has also 
proven possible to reduce considerably car berthing 
requirements at the various terminals. In the final 
result, this scheme will permit the operation of much 
smaller 1.¢.l1. or merchandise terminals where they are 
required and allow complete elimination of some of the 
intermediate and most of the smaller merchandise 
terminals. By increasing the average weight of lading, 
an effective reduction of box car equipment used in the 
movement of 1.c.1. or merchandise traffic has also been 


possible. 
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Raillway-operated piggyback service is, of 
course an integral part of this basic plan of transit. 
such service has been expanded considerably and several 
more expansions are in various stages of implementation 

Rates dealing with non-carload traffic are 
being continually assessed and whenever possible change 
are and will be made with a view to improving the 
competitive position of the railway and its net 
revenues. Documentation is also being simplified. 

In a short time it is anticipated that 
Canadian National will have a combination of rates 
and service on non-carload traffic that will permit of 
successful solicitation. Heretofore it has been 
difficult to persuade shippers to us@ railway l.c.l. 
service because of unreliability and excessive transit 


time, 


14, Piggyback Services 

Before describing the advantages and 
development of piggyback services on Canadian National, 
four basic piggyback plans are defined as background 


information ; 


Plan 1 

Transportation by railroad of trailers of 
common carrier truckers. The railway provides the 
fiat car and arranges for loading and unloading of 
trailers on and off the car. (Used on Canadian 


National). 
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Plan II 

All of the service is performed by railway- 
owned trailers and flat cars, The railway also 
arranges for pick-up and delivery of shipments and 
performs loading and unloading of trailers. (Used on 


Canadian National), 


Pian Tit 

The shipper provides his own trailers, owning 
or leasing as he wishes, The railway arranges loading 
and unloading and transportation on flat cars owned 


by the railway. (Not used on Canadian National), 


Plan IV 

Shippers furnish both flat cars and trailers 
and perform loading and unloading, and pick-up ‘and 
delivery, The railway only furnishes transportation by 


rail. Not used on Canadian National), 


Advantages to the railways 
While it is generally agreed that the idea 

of piggyback is not new, piggyback as we know it today 
certainly is. The introduction of Plan I has permitted 
the railway to Viiees the revenue on the traffic moving 
by highway carrier while Plan II has given the railway 
anew and greater flexibility, and at the same time 
enabled it to reduce expensive and time-consuming 


terminal shed handlings. 


Advantages to the Motor Carriers 


Piggyback has given the "for hire" motor 
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carrier an additional facility which enables him to 
offer an improved service to the shipping public. 
No longer is the motor carrier compelled to hold 
traffic received during extended peak periods, Ail 
traffic can be cleared each night with better 
utilization of trailer equipment. The intangible 
benefits are also many, such as, a worry-free operation 
the fact that a large number of trailers will be 
available for concentrated handling at a given hour, 
plus the extended life of equipment. There is a 
definite saving to be realized by the motor carrier 
as evidenced by the ever increasing use of this 


service. 


Growth of Plans I and II 

Plan I piggyback operations came into effect 
in Canada in October 1957 with ten common carriers 
participating in a service between Montreal and 
Toronto. Plan I Peo Pe were inaugurated between 
Western Ontario and Winnipeg during March 1958; between 
Winnipeg, Regina, Calgary, Edmonton and Vancouver 
during February 1959; and between Montreal and Quebec 
during April 1959, All these Plan I services are 
available to highway common carriers. In addition, 
Plan I services have been available on a system basis 
to carriers of household goods since March 1959. This 
plan is being used by approximately fifty common 
carriers for freight and fifteen household goods 


carriers. 
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Inauguration of Plan II took effect in 
December 1952 serving the following points: Windsor, 
London, Hamilton, Toronto and Montreal. A big step 
forward was its extension to the Maritimes during 
April 1958. It became Ayre ree el on March 10, 1959, 
when service was inaugurated between New York and 
Toronto. The demand for Plan II piggyback service 
has proven very popular, There was an increase of ever 
75% in Canadian National's trailer equipment during the 


last six months of 1959, 


Future Development of Piggyback 

Attempting to define the future development 
of piggyback is rather difficult. Geographically, Plan 
I piggyback is operated very extensively. There is 


still a large field for expansion of Plan II piggyback, 


particularly in services that would be substitutions 


for the operation of standard railway equipment. There 
is a possibility that a field exists in Canada for Plan 
IIT and Plan IV, and the railway is presently engaged 
in estimating their possible effects on other methods 
of transportation offered the shipping public by the 
railway. 

The chief difficulty in forecasting the 
future of piggyback is that many transportation experts 
feel that a more efficient form of co-ordinated service 
should be available to the railways in the near future, 
There are several possibilities. One would be to move 
the cube of the trailer and leave the running gear 


behind, which, in effect is containerization. This 
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1 
2 form of co-ordinated service should lend itself more 
8 readily to ia SRN ea a and even eet aheay 
4 service, Another, more intriguing, is the elimination 
5 of the flat car itself by equipping a semi-trailier 
6 with both rubber-tired wheels and flanged wheels, and 
7 stressing the vehicles so that they may be operated 
8 in train lots, These two methods are now being tested 
9 by different railrdads in the United States. Canadian 
10 National has a technical committee charged with the 
11 responsibility of following these experiments and 
19 authorized to conduct their own experiments we 
13 necessary. It is doubtful if any one form of 
14 coordinated service can provide all the answers to 
15 efficient land transportation. It is expected, however 
16 that in some degree a11 of these various forms, 
17 including orthodox piggyback, will find their own natural 
18 areas wherein each is the most efficient, 
19 

Up to this point the changes which have been 
a described to meet the new conditions facing Canadian 
i National in recent years involve only those matters 
which are within the scope of railway management's 
se authority to deal with, Other aspects of the railway's 
. plant and facilities cannot be changed without approval 
* of the Board of Transport Commissioners as set out in 
“i the Railway Act or other legislation, It is proposed 
i now to deal with these matters, showing what has been 
Re done under the existing legislation and what remains 
29 


to be done and the changes which are required in 


legislation or other regulation in order to accomplish it, 
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1 
2 B, Branch Line Abandonments 
3 Canadian National's railway system consists 
4 of a number of main lines, designed to link major 
) geographic areas of Canada and to supply all areas with 
6 access to and from foreign markets, and of a larger 
7 number of branch lines which were built to give similar 
8 rail transportation advantages GO &@ great many 
9 communities which had been by-passed by main lines, 
10 Consequently, in addition to supplying transportation 
it between the communities situated along its axis, a 
j2 branch line serves mainly as a gathering and 
13 distributing auxiliary of the main line. It permits 
14 goods to flow between the communities served by the 
15 branch line and all other points served by the 
16 Canadian National system and its connecting carriers, 
17 Most of Canadian National's branch lines were 
18 built when the highway network was primitive and before 
19 the introduction of the motor vehicle. In that day 
20 these branches handled practically all traffic which 
21 was moving, However, competition between rail carriers 
22 of the day resulted in the construction of a certain 
23 amount of duplicate trackage and some without economic. 
24 justification. Furthermore, the traffic density of 
25 | certain areas failed to reach or maintain the level 
i required for the justification of certain lines in 
26 terms of present day economics, In addition, the 
amalgamation of previously independent lines into the 
27 Canadian National system resulted in a further number 
of lines becoming duplicate, 
28 With the construction by the provinces of ex- 
tensive networks of modern highways and with thousands of 
29 highway trucks now able to perform local and inter-area 
30 transportation work, many of the branch lines have now 


served their purpose and can be abandoned or consolidated. 
Some progress has already been made in this connection. 
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ike Lines Abandoned Gince 1923: Statement NO-1 
gives a summary by provinces of all branch lines 
abandoned on Canadian National between 1923 and 1959. 
Tne total trackage abandoned in that period was i495 
miles. So far in 1960 the Board has issued abandonmen 
orders in respect of three cases, totalling 26 miles of 
track in New Brunswick, Ontario and Quebec. 

Fede Applications Currently Before the Board of 
Transport Commissioners for Canada; A number of 
applications are currently before the Board of Transpor 
Commissioners for permission to abandon some 195 miles 


of track, with the following regional distribution: 


Subdivisions Miles of 
Region _ Affected Track 
Atlantic 1 4 
Central 1 19 
Western ‘6 bag: 
Total 5 195 


All applications have beendealt with by the 
Board and judgments are awaited. 

3. Lines Studied but Abandonment not applied 
For: The branch lines that have beén abandoned are 
not the only ones that have been examined by the 
railway as possible candidates for abandonment. - 
During recent years the railway has examined the merit 
of abandoning over 550 miles of trackage, distributed 
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Subdivisions . Miles of 
Region Affected Track 
Atlantic fy 127 
Central 9 242 
Western _& _188 
Total Lines Studied 22 557 


After considering the economics and the marke 
potential of these individual iines, the studies 
concluded that partial or total abandonment of these 
22 subdivisions was not warranted. 

4, Lines Presently Under Review: A number of 
lines aK currently under active study covering 82 
miles of one subdivision on the Atlantic Region, 5 
miles on the Central Region and 145 miles on four 
subdivisions on the Western Region, Finally, it is 
proposed to undertake studies in the immediate 
future to review the economics of partial or total 
abandonment of twenty-three subdivisions on the Central 
Region, with 590 miles involved, and five subdivisions 
on the Western Region representing lee miles. In 
addition, a general review of all trackage and 
services in Western Canada, in conjunction with various 
shipping interests, is now in progress. 

6 Present Abandonment Procedure: Canadian 
National continuously follows a policy of careful 
examination of its low density branch lines. In 
those cases where substantial losses are occurring, 
and there is no overriding requirement that the line be 


retained for some particular operating purpose, an 
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2 application is prepared and put before the Board of 
3 Transport Commissioners for permission to aes 
4 the trackage. 
5 Prior to making the formal application, how- 
6 ever, traffic and other officers study the future 
7 potential of the area concerned and discuss the 
8 railway's problem with local officials in an endeavour 
9 to find some justification for retaining the line, 
10 This period of study and discussion often takes a year 
11 or more. If ne solution to the problem of the branch 
12 line's deficit can be found, the application is then 
13 made to the Board. 
14 The review of individual situations is 
aS a | by the preparation of a traffic density study 
made every three years. The latest such study, of the 
traffic carried in 1959, indicates that Canadian 
National still has a considerable amount of branch line 
trackage of very low density. While detailed examina- 
tion of each of these lines is required before a 
decision can be made as to whether the trackage should 
be retained or abandoned, nevertheless it is clear 
that a considerable mileage of such trackage may well 
be unprofitable. Based upon this statistical infor- 
mation and other information and indications available t 
our officers, studies of these low density lines are 
proceeding actively. 

As in the case of passenger train service, 
public objection to railway proposals to abandon branch 


lines is usually of such a strenuous nature that only 
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2 the most obvious cases have been ®alt with so far. 
3 The substantial increase in good highways and alternate 


4 means of transport throughout Canada indicate that the 


5 railways should be allowed to abandon unprofitable 
6 branch lines where suitable alternate services are 
7 or can be made available to the public. Canadian 
8 National suggests that legislation and procedure for 


9 dealing with branch line abandonments should be modified 
10 so that railways can modernize their plants in order 

11 to meet the requirements of this competitive age. 

12 This can be achieved with full protection for the public 
13 interest which may be involved. 

14 The present legislation governing abandonment 
15 of branch lines was enacted in 1933 and is known as 


16 Section 168 of the Railway Act: 


17 "168, The company may abandon 

18 the operation of any line of railway with 
19 the approval of the Board, and no company 
20 shall abandon the operation of any line 

21 of railway without such approval. 

22 1932-38500 2) 475% 8 de? 

23 At about the same time a similar provision was incor- 


24 porated in the C.N.-C.P. Act as Section 2(3): 


25 | "2 (3) Nothwithstanding anything in 
26 this Act or in any other Act any railway 

74 | company may abandon the operation of any 

28 line of railway with the approval of the 

29 Board of Transport Commissioners for 


30 Canada, and no railway company shall 
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abandon the operation of any line of 

railway without such approval. | 

1932-335 5@nc33y08op2§ 19385264453, 

He39yh9395.¢x Blvr8e 2a 

When such an application is made to the 

Board, it gives full consideration to the questions 
of necessity and convenience of the public as may 
be affected by the abandonment, as well as the 
burdens which continued operation would impose upon 
the railway. The Board's procedure calls for proof 
by the railway of: 

(a) revenues and expenses of the line con- 
cerned and of the system allocatable 
to the line, for the previous three 
years; 

(b ) existing train services, volume and type 
of traffic, length of line, and railway 
facilities on the line; 

(c ) alternative railway and other transpor- 
tation services; 

(d) estimated annual savings to the railway 
company by abandonment and the burden to 
the company of continued operation; 

(e) nature of the area served, productivity, 
future prospects; 

(f) subsidies granted to the company in 
respect of the line and any agreement 
to provide service; and 


(g) the convenience and transportation needs 


of the public concerned. 
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This information is contained in the rail- 
way's application which is served on all bestia officers 
of municipalities concerned and on elected representa- 
tives for the area, A public hearing is held and the 
railway is put to proof, through its witnesses, of all 
the facts contained in its application. Opposition 
is mét in nearly every dase. While occasionally 
such opposition may have real substance, it is 
usually based mainly upon the effect which local people 
fear will result to their community from the abandon- 
vient They urge that people who have settled in the 
area will leave their homes and move elsewhere and 
that great hardship will be suffered, The facts 
usually show, however, that very few, if any, of them 
are using the rail services that have been there for 
many years and that highways are available, In many 
cases other public services accommodate them. 

6: Policy for the Future and Changes in 
Legislation Necessary to Implement it: The abandon- 
ment of a railway line is i vecvens matter and is only 
put forward by the railway company after full con- 
sideration of all the facts and approval by its Board 
of Directors. It is Canadian National's view that a 
more expeditious procedure should be provided for 
dealing with branch line abandonments in order that 
railways may obtain the economies which in the end 
will benefit both the public and the railway while 
still protecting the basic interest of the shipping 


public concerned. As in the case of passenger train 
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service, past experience before the Board does not give 
much confidence that a real attack on big Sconces 
will meet with success unless a favourable "climate" 

is created within which to conduct such investigations 
and inquiries, 

Canadian National is anxious to have the 
cooperation of provincial and municipal authorities in 
dealing with these problems. It is quite prepared to 
examine each one in company with their officials and 
also, in western Canada, with the large grain handling 
organizations, Infact a start on such a study has 
already been made in the west. Planning might well be 
done on an area basis rather than on the basis of 
individual lines. Success in such an endeavour, 
however, will require a clear legislative directive 
concerning the rules to pe applied as well as fairness 
and candor on both sides. 

Cooperative procedures such as suggested 
above may result in certain agreements as to programming 
and timing of line abandonments or alterations, but 
under present legislation the Board will have to deal 
with each case in the matter of final approval. At 
that point any person who is affected by the abandon- 
ment has a right to object, notwithstanding agreements 
reached between the railway and governments or the grain 
companies. In such circumstances it is again clearly 
imperative that all concerned, including such affected 
persons, have before them a clear legislative direc- 


tive as to the policy to be followed. 
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1 

2 Canadian National believes that where alter- 
3 nate services are available to the public there should 
4 be no question as to its right to abandon a branch 

5 line which does not return at least its variable cost 

6 of operation, As in the case of its passenger train 

7 services Canadian National recognizes that some branch 
8 lines may need to be retained in order to give ser- 

9 vice to the public where no suitable alternate ser- 

10 vice is or can be made available, even though the rail 
11 service is performed at a loss, but only on the basis 
12 that such loss will be paid to it by the public 

13 treasury, Those lines which the Board orders the 

14 railway to retain on grounds of public policy should 

15 be reviewed periodically so that the public treasury 

16 may be relieved of its burden as soon as the line 

17 becomes economically self-supporting or alternate 

18| service is provided, 

| Canadian National believes that given this 

20 legislative support, it can achieve a major reorganiza- 
21 tion of its plant and thereby realize substantial 

22 economies which are urgently needed if the railway is 
23 to fulfill its obligation to provide efficient service 
24 to the shipping public of Camada at just and reasonable 
25 | rates. 

26 | Recommendation: Canadian National recommend 
27 that the proper climate for dealing with the elimina- 
28 tion of unproductive branch lines will be engendered 

29 and also that direction will be given to all concerned 


30 by an amendment to Section 163 of the Railway Act as 
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shown in Chapter VI, page 6%. 


Co Consolidation of Canadian National's Railway 

Facilities. 

In addition to improving the legislative 
climate so that abandonment of unnecessary branch lines 
and elimination of deficit producing passenger ser- 
vices can be proceeded with in a realistic manner, 
your Commission should encourage the public to accept 
greater consolidation of the coneay (4 railway 
facilities so that plans could be made on an area 
basis to convert its plant to one more suitable to 
the needs of today's shipping public. Such plans 
could encompass not only abandonment of certain 
trackage but elimination or consolidation of stations 
or other facilities in the area, and the substitution 
of more economical rail or highway services for come 
ventional trains or integration of rail and highway 
services. 

Such schemes would be an alternative to the 
abandonment of lines, stations or services on a 
piecemeal basis, but would be very cifficult to 
accomplish at the present time because of the conflic- 
ting interests of the various elements of the public 
involved. A procedure should be evolved whereby such 
plans could be developed through cooperation of rail- 
way, provincial, municipal and other major interested 
parties. Any approval required from the Board would 


then be sought with such organizations supporting the 
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2 railway's application. 
3 Some attempt has been made recently in the 
4 United States to rearrange station services on an area 


5 basis but it has run into heavy opposition. Pending 


n 


the development of some cooperative arrangement which 


7 would avoid the problems arising in the United States, 


ie.) 


Canadian National has been proceeding to eliminate 

9| stations, agents and buildings wherever it can see 
10 there is no longer any real public need for them. 

11 It is estimated that each agency eliminated produces 
12 a saving of at least $5,000 per year. 

13 Originally, stations were located at inter- 
14] vals of about seven miles dictated by the limitation 
15 of horse-drawn carriages and then existing railway 
16 operating requirements. Clearly the advant of the 
17 motor vehicle and modern railway operating practices 
18 make substantial rearrangement of these services 

19 necessary . The changes Canadian National has made 


20 in this regard since 1950 are as follows: 
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: TORONTO, ONTARIO (McDonald ) 
1 
2 Station Changes 
3 sia Bldgs 
a Agencies Care= Come Replaced 
Dis= takers pletely by 
5|| Province continued Removed Removed Shelter 
6 cM Years 1950 to 1959 
7| Newfoundland 3 10 3 - 
8] Nova Scotia 5 18 34 9 
Wt Pip ks ds = = 1 ‘ 
10| New Brunswick 4 37 51 4 
11] Quebec 36 53 40 E 
12|| ontario 52 36 88 re 
13} Manitoba 32 28 38 = 
14| Saskatchewan 38 12 30 = 
15] Alberta ey 6 24 9 
16|| British Columbia 1 = 26 1 
17 aah eas ae ERY 
Total to Dec.31,1959 195 200 335 26 
18 
19 Part Year 1960 - Jan. 1 to Sept. 1 
20 
All Canada 20* Aa 233. Tike 
= Total to Sept.1,1960 215 ay 573 __26 
2 ai ae aes Tees, ea ae 
23 *Note: 23 additional applications to @iscontinue 
24 agencies have been made in 1960 and are 
| still pending before the Board. 
26 | 
27 Recommendation: Canadian National submits 
28 that your Commission should, in its report, recommend to 
29 the public, the railways and other wiih Nami ae parties the 


necessity of cooperating in the preparation and carrying 
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TORONTO, ONTARIO (McDonald ) 
1 
2 out of plans for consolidation of railway plant and 
3 facilities with a view to achieving economies in railwa 


4 operations while at the same time providing suitable 
5 rail services for the shipping public. 
6 Such a recommendation from your Commission 


7 would be a clear direction to the public of the ad-= 


8 visability and necessity of economies in rail operations 
9 and form the basis for cooperative action toward that 
10/ = end. 
11 
i CHAPTER V 
iB Non-Rail Assets and Earnings: 
14 The Non-Rail Assets of the Canadian National 
i. Railways System are included in the following classifi- 
16 cations appearing on the Consolidated Balance Sheet at 
a December 31, 1959. 

Property Imvestment 
18 Other Physical Properties $ 99 119 545 
19 Investments in Affiliated 
0 Companies Not Consolidated $ 187 138 888 
o The "Other Physical Properties" consist 
i mainly of Hotels (The Newfoundland, Nova Scotian, 
* Charlottetown, Queen Elizabeth, Chateau Laurier, Fort 
*) Garry, Bessborough, Macdonald, Jasper Park Lodge and 
* Hotel Vancouver); The International Aviation Building 
J in Montreal; The Montreal Warehousing Company; The 
i Montreal Stock Yards Companys; Pacific Coast Steamship 
ie Services (S.S. Prince George); and Land and Buildings 
5 not required for railway purposes. 


30 Details of the "Investments in Affiliated 
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Companies Not Consolidated" appear on page 35 of the 
1959 Annual Report. Certain of these investments 
particularly the investments in The Belt Railway 
Company of Chicago, The Chicago & Western Indiana 
Rallroad Co., The Detroit & Toledo here Line Railroad 
Co., The Detroit Terminal Railroad Co. and also 
Trans-Canada Air Lines are regarded as Non-Rail eracs 
they do not relate to the operations of the Railway in 
Canada. In addition, the Canadian National Railways 
owns Central Vermont Railway, Inc., Duluth, Winnipeg 
and Pacific Railway Company and the Grand Trunk Western 
Railroad Company which operate railway lines in the 
United States. The assets of those companies are con-= 
solidated with the other companies in the System and 
are mot shown separately on the Balance Sheet at 
December 31, 1959. They do, however, constitute a part 
of the non-rail assets of the Canadian Company as re= 
ported to the Board of Transport Commissioners. 

Earnings from the "Other Physical Properties". 
and from the "Investments in Affiliated Companies Not 
Consolidated" are carried in the financial statement 
as "Other Income" and are a part of the total of 
$11,017,815 shown on page 29 of the 1959 Annual Report. 
These earnings are subject to reduction for a part of 
the "Fixed Charges" that also appear on page 29 in 
the total amount of $52,918,886. The following is a 
summary of the main items included under these two 
categories. The total of each item is shown in the 


first column to identify it with the corresponding 
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2 item in the Consolidated Income Statement, and the secon 


3 column represents the portion of that total which 


4 consists of the Income from the Non=Rail Assets. 
5 
Total as Portion of 
6 Shown on the Total 
Page 29 of Applicable 
7 1959 Annual to Non-Rai 
Report Assets 


8 OTHER INCOME 


9 Income from Lease of Road $ 43 398 
10 The non-rail portion repre- 
sents rents from the Boston 
11 &Maine and the Chesapeake & 
Ohio Railway for use of 
12 certain sections of the 
lines in the United States $ 9 595 
13 
Miscellaneous Rents (Net) 1 600 949 
14 
The non-rail portion repre- 
15 sents rentals of land, build- 
ings and other railway proper- 
16 ty in the United States 200 720 
17 Income from Non-Transportation 
Properties 1,425,791 
18 
All the items in this group 
19 are classified as non-rail 
and they represent the income 
20 (before fixed charges) from 
the Aviation building, Mon- 
21 treal Warehouse, Montreal 
| Stock Yards, Pacific Coast 
22 Steamship Services, Land and 
buildings not required for 
23 railway purposes, and 
other income of a non-rail 
24 nature 1,425,791 
25 Hotel Income 2,428,435 
| 
26 All the Income (before 
fixed charges) from the 
27 chain of hotels as listed 
above is classified as 
28 non-rail 2,428,435 
29 
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Dividend Income 233,866 


All the dividend income - 

relates to non-rail in- 

vestments, Dividends 

were received from The 

Detroit & Toledo Shore 

Line Railroad Co.,Public 

Markets Limited and other 

sundry non-rail invest- 

ments 233,866 


Interest Income 


The non-rail portion 

represents 4,695,540 

(a) Interest from non- 
rail investments in 
Canada and the United | 
States 41,513 


(bo) Interest from Trans- 
Canada Air Lines 3,714,850 


Note: The capital re- 
quirements of T.C.A. are 
provided by C.N.R. The 
cost to C.N.R. is shown 
below under Fixed Charges. 


Miscellaneous (Net Debit) (324,523) 

The portion applicable to 

non-rail assets is a credit 

of (70,114 ) 
Profit and Loss - Net 914,359 

The non-rail portion 


represents sundry items, 
mainly in the United States 45,357 


Total Other Income $11,017,815 $$ 8,170, 243 
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2 Deduct - FIXED CHARGES 


3 = 
4| Rent for Leased Roads $ 133,619 
5 The non-rail portion 
represents rents for 
6 use of certain sections 
of other railroads in 
7 the United States $ 38, 064 
8 Interest 
9 Interest on bonds, deben-= 
tures, etc. 38,691,827 
10 Interest on government 
loans 12,533,180 
1 Interest on other debt 272,618 
Amortization of discount 1,287,642 
12 
52,785,267 
13 
14 
The non-rail portion of 
15 this interest represents 
(a) Interest costs of 
16 borrowings for TCA 
(see above) 3,714,850 
17 (bo) Interest costs appli- 
cable to investments 
18 in Hotels and other 
non-transportation 
19 properties 1,423, 042 
20 
Total Fixed Charges $52,918,886 $ 5,175,956 
21 
22 SUMMARY 
23 Other Income = Non-Rail $ 8,170,241 
Fixed Charges = Non-Rail 5,175,956 
24 
Net of Other Income less Fixes 
25 | Charges on Non-Rail Assets $2,994,285 
26 
It is the opinion of Canadian National that 
27 
the non-rail assets and non-rail earnings should not be 
28 
taken into consideration at the time of establishing 
29 - 


freight rates. If the non-rail assets and earnings 
30 
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were taken into account the results would be an une 
economic distribution of resources, since all the 
expenses incurred in the rail operation would not 
be paid for by the rail users, NowcHeta assets and 
earnings may vary radically between railway companies. 
This is the case as between Canadian National and 
Canadian Pacific. As long as the Board uses 
Canadian Pacific as the yardstick for fixing rates 
Canadian National must accept rates based upon what- 
ever that company is allowed to take into account in its 
calculations of revenues and expenses, It would be 
most unfair to penalize Canadian National by requiring 
it to fix rates on levels which take into account 
Canadian Pacific's substantial other income which 
Canadian aaticwad does not enjoy in like measure, 
In addition, aon-rail assets may have varying degrees 
of profitability even to the extent of having losses 
which would have to be taken into account if profits 
were considered. 

Section 387 of the Railway Act requires 
the Board of Transport Commissioners to prescribe a uni- 
form classification and system of accounts and returns 
for the Canadian National Railway. Company and the 
Canadian Pacific Railway Company and to "prescribe 
the items that shall be classed as items relating to 
railway operations in the accounts and returns". 
Effective January 1, 1956, the Board issued the 
Uniform Classification of Accounts and Section 10 of 


the General Instructions sets out in detail the method 


ont {is soaks. senowosin ips gy 


Cay St } 


em ed | a | ; 
' ae ‘ i | is Fi fe in4 
tere bas atsean LLatosol eroew ten a te 20 
rae! | ; Ay 
- ee ah ae os *\ 


es inaqmoo yawiler noowsed wihetbes ptey vas eanter 


* 
‘ 


pew Leaottat maibanso neewied Bo ease ‘edd oe ate 


7 ; . 

‘ i ; 

. hesax satek? "0% Moltebray eid a8 otttoss ‘astbanao 

At —terw moqy beusd naitsa: hate denen ie head netbane I 


M han 


is eRe ‘brsodl odd es peol BA aoe ofttomd hehe 
. 
| 


ati al tnavooos otal Saas oF Bewolla of ite qtOD dads mevo 


a a ee fae an 6. a Ke oe an! 
n =ci Bf HOW . ae * afansgz* + DAS SOeURaeY ot. a8 emoleetuetao. 
} P| ao 


| Pe 
anituctuper yd Ieaottel wetbans> @sifans ae Dg ten seom ot 
i na i re 


\ 


o8 otal. ofav dolew efsvel no aoten xit oF Pay 


. aM r ps F My ‘a an ' ? ra 
otcw webost teddo Laleaatadve a ofF%ant nelbansd ~ 


< » 


otwaeoa atl af yolae ton esoh Iawol sat Ant bea 


aeeTrgeb galyisy evan Yan s7Seen iniadeithandaall doterobe ar 


! 4 
my 
me 


~ 
“«~ 


esesol yaivaen io twetxe #47 OF nove “itticas z ong ite 1] 
sittorq Ti ¢awooosa otal metwes od ot ov nel SSG oldu 


berebhenos Hedy 


i ¢ is Ra i Vs 


wenin pes TOA yawLt BH eat 16. JOE. wanegen 7 ie 


A eee 


_—) 


er re re ner 
P § a = 
inp 
bie 3 
a 
we 
= 
Pd 


men ne ) a ' ure 

ee _& editoestg of aramofeatamed: troqanac? 0 breed, ota 

vn fed P : 

mth 

7) on a Ry a 
‘Wha aminges bas atayooos eae ye sae in citaottteasio oh a 


. 


eit Das yaequod yawlien Lane tte at bssad odd 


; nity 5 . aie 
odivossrq” of bas yaaqno)D yew Lise wien aten 


4 g hy aaa s 


7 


>t sutteloxn ametl os Pate none od ‘thads 8 


‘emda baw atauooos ane! ue ano lainego.§ 
rom. j on RA ‘ wees ee 
Pt 

ort homens bed ects ont oer RT | 


AT WH A ye (ofl 
2 - Tia . 


| a Pus 
‘to 1° 25's weit de" bass einuoonA % “ 1oltaol 


ene! 


7 
| deh Ps . o 


ANGUS, STONEHOUSE & CO. LTD. Hart, dir | 184,76 


TORONTO, ONTARIO (McDonald ) 

1 

2 to be followed by the railways in sav eesa bing and 

3 reporting their rail operations and their non-rail 

4 operations, The Canadian National prepares its 

5 reports to the Board of Transport Commissioners in 

6 the manner prescribed by this General Instruction. 

7 Therefore, there would not appear to be any necessity 

8 for the Rilway Act to further define non-rail assets 

9 and earnings 

10 

11 CHAPTER VI 

12 

ie Railway Legislation. 

” A review of railway legislation leads to 

“ the conclusion that some statutory provisions do or 

could create difficulties for the railways in meeting 

ie current problems and are in urgent need of change, 
whereas other provisions, while also out of tune with 

< present day conditions in railroading, nevertheless 

m will admit of more detailed and lengthy study to 

3 enable the whole concept of railway legislation to be 

s brought up to date, It is proposed, therefore, to 
set out herein: 

23 

= Those sections of railway legislation 

om” which it is desirable to change or amend 

| immediately, and 

26 | 

us Some of the provisions of the legislation 

= which are out of date and are indicative of 

a the desirability or need of a general revision 


of the Railway Act and other railway legislation. 
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A. Changes in Railway Legislation Which 
are Required Immediately 
digs Appeals to Governor General in Council 
Section 53(1), The Railway Act; 

"The Governor in Council may at any 
time in his discretion, either upon petition o 
any party, person or company interested, or 
of his own motion, and without any petition 
or application, vary or rescind any other, 
decision, rule or regulation of the Board, 
whether such order or decision is made 
inter partes... or otherwise, and whether 


suck epee ton is general or limited in 


OF ana applications and any order 

that the Governor in Council may make 

with respect thereto is binding upon the 

Board and upon all parties,” 

Section 53 (1) of the Railway Act gives 

the Governor in Council unrestricted power at any 
time to vary or rescind any order, decision, rule or 
regulation of the Board. This power is exercisable in 
such manner that the Governor in Council may overrule 
decisions rendered by the Supreme Court of Canada 
following appeals taken to that Court under Section 
bol2): 

Since on matters of law or jurisdiction an 
appeal lies to the Supreme Court of Canada, which is the 
court of last resort, any interference with the 


decision of that Court necessarily runs counter to 
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the law. 

The Supreme Court's decisions on LL 
of law or jurisdiction should be auiees final on an 
appeal from the Board as it is on appeals from ovher 
eourts of record. There is no provision similar to 
Section 53(1) in modern legislation dealing with 
control of public utilities by regulatory agencies. 
For example, Section 18 of the National Energy Board 
Act provides for an appeal .to the Supreme Court in much 
the same terms as Section 53(2) of the Railway Act. 
However, that Act which was passed in 1959 does not 
give overriding jurisdiction to the Governor in 
Council. 

Recommendation: 

Canadian National recommends that Section 
53(1) be amended so that the Governor in Council will 
have no power to yary or rescind an order, decision 
or regulation of the Board which has been the matter 
of a Judgment of the Supreme Court of Canada follow- 
ing an appealto that Court taken under Section 53(2). 
2. Abandonment of Lines 

Section 168, the Railway Act: 

"The company may abandon the operation 

of any line of railway with the approval 

of the Board,and no company shall abandon 

the operation of any line of railway with- 

out such approval." 

It is considered that railway companies 


should be encouraged rather than hindered in their 
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efforts to abandon trackage which is no longer 
patronized and has become unremunerative. Full 
reasons supporting this recommendation are set out 


in Chapter IV of this submission. 


Recommendation: 

Canadian National recommends that Section 168, 
the Railway Act, be amended in the manner indicated 
hereunder, to make it clear that a railway is relieved 
of any obligation to continue an operation when the 
revenues therefrom fail to meet the costs of opera= 
tion. 

Proposed Section 168: 

168, (1) Notwithstanding anything in this or 
any other Act the Company may, subject to 
this section, abandon the operation of any 
line of railway whenever the revenues from 
the operation of such line of railway fail 
to meet the cost of operation, 

(2) Ninety days' notice of any decision of 

the company to abandon any line of railway 

shall be given to ene Board, 

(3) The Board may, with the approval of 

the Governor inCouncil, by order, restrict or 

forbid the exercise of any right under 

this section whenever, in its opinion, the 
maintenance of the line of railway is 
required in the public interest. 


(4) The amount of any loss to the company 
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arising out of any order made pursuant 

to subsection (3) shall, upon He dation 

and certification by the Board, be paid 

to the company annually out of the 

Consolidated Revenue Fund. 

Section 2(3) of the Canadian National- 
Canadian Pacific Act also deals with line abandonments 
im language similar to Section 168 of the Railway Act. 
This section is superfluous, It should either be 
repealed or amended in the same way as Section 168. 
oi Railway Grade Crossing Fund 

Section 265 (1), the Railway Act: 

"The olin heretofore or hereafter 
appropriated and set apart to aid actual 
construction work for the protection, 
safety and convenience of the public in 
respect of crossings shall be placed to 
the credit of a special account to be 
known as 'The Railway Grade Crossing 
Fund', and shall in so far as not already 
applied, be applied by the Board in its 
discretion, subject to the limitations set 
forth in this section, solely towards the 
cost, n&including that of maintenance 
and operation, of 
(a) work actually done for the protection, 

safety and convenience of the public 

in respect of existing crossings at 
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(b) work actually done in respect of 
reconstruction and improvement of 
grade separations that are in existence 
at crossings upon the coming into force 
of this subsection and that, in the 
opinion of the Board, are not adequate, 
by reason of their location, design 
or size, for the highway traffic 
using them," 
In 1909 Parliament enacted the Railway Grade 
Crossing Fund provisions of the Railway Act, now found 
in Section 265. The detailed history of the Fund 
is contained in the Report on the Railway-Highway 
Crossing Problem in Canada made by the Board of 
Transport Commissioners dated May 10th, 1954, pur- 
suant to Order in Council P.C. 1953-52 of January 
14th, 1953. | 
While the amount of money available for 
assistance in elimination or improvement of con- 
Gitions at grade crossings has risen over the years 
from $200,000 to its present level of $15,000,000 
per annum, no provision has ever been included which 
would allow the Fund to contribute toward the 
cost of maintenance and operation of protection de- 


vices or grade separations. The argument has 


always been that the money is for the purpose of 
28 eliminating the danger and that once it is 
29 eliminated it is the responsibility of the parties 


30 concerned to continue the process in being, 
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The burden placed upon the railways and others, 
has been increasing in recent years to the point where 
it has become extraordinarily heavy. On Canadian 
National the annual bill for maintenance and operation 
of protecti yerae vac cur huss cli mbeautes qyers1)),¥00; 000 
a year. With this protection programme proceeding 
at a pace which calls for at least 200 new crossing 
protection installations per year with the Board 
spending $15 million a year, representing about 80 per 
cent of the cost of installations made, the increased 
eost of annual naaeatonsede and operation falling upon 
the railways, who normally pay 50 per cent of such costs, 
is alarming. Since the municipalities pay one-half 
of this maintenance and operation cost, their burden 
is also growing rapidly. 

The Board dealt with this question in its 
report on the Railway-Highway even atad Problem in 
Canada referred to above. At page 63 it said: 

"the average annual maintenance costs 

so «© e at 1953 cost levels, amount fo 

$560.00 for automatic flashing lights 

and $865.00 for automatic short arm 

gates," 
and at page 64: 

"For these reasons, it would seem in 

order that the Fund assume some share of 

the maintenance costs, since a good pro- 

portion of these will be incurred as a 


result of the proposed extended aid to new 
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projects in the coming years. we would 
recommend that a fixed amount of $200 

be the contribution from the Fund toward 
annual maintenance and operation charges 
only on automatic signals installed at 
crossings after the date this provision 
takes €LfeCe . «| « The remaining main-~ 
tenance costs would be Soe orea ened accord- 
ing to principles already laid down or 
previous practices of the Board," 

This recommendation of the Board was not 
acted upon by Parliament and no change has been made 
in the Railway Act. Discussion of the matter before 
a Parliamentary Committee indicated that the 
stumbling block arose because of the suggestion made 
by the Board that the contributions to maintenance 
would be limited to future cases and that all 
those that had been ®alt.with in the past would be 
left on the original basis. It was felt that this wo 
cause dissension between municipalities where the 
Board would be contributing to the maintenance of a 
crossing in one locality but not doing so in respéct 
of an older one in another 

The Board recognized the need for relief. 
It is respectfully suggested that funds should be 
made available so that the contribution to maintenance 
and operation costs can be made in respect of all 
crossings, both those in existence and to be protected 


in the future. The relief given to municipalities 
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and the railways in respect of existing crossings 

will enhance their ability to contribute tedate the 
growing volume of such works to be installed in 

the future, The benefit in respect of future instal- 
lations, when the numbers involved will greatly exceed 
anything we have seen in the past, will prevent this 
burden from becoming one which might cripple the 
ability of the municipalities and the railways to 


continue the programme to its logical conclusion, 


Recommendation: 

Canadian National recommends that Section 265 
of the Railway Act be amended to allow contribution 
from the Railway Grade Crossing Fund toward the cost 
of maintenance and operation ¢ protection of any 
type at Via ine) cponsiuce in such amount as the 
Board may deem reasonable. The Fund should also be 
allowed to share in the cost of maintenance and 
operation of crossings protected in the future in the 
same proportion as it presently shares in the cost 
of construction. 

4, Discontinuance of Passenger train Services. 

Section 215 (1), the Railway Act: 

"The company, shall, according to its 

powers, 

(a) furnish, at the place of starting 

and at the junction of the railway with 

other railways, and at all stopping places 


established f or such purpose, adequate and 
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2 suitable accommodation for the receiving 

3 and loading of all traffic offered for 

4 carriage upon the railway: 

5 (ob) furnish adequate and suitable accom- 

6 modation for the carrying, unloading 

7 and delivering of all such traffic; 

8 (c) without delay, and with due care 

9 and diligence, receive, carry and deliver 

10 all such traffic; 

11 (d) furnish and use all proper applicances, 
12 accommodation and means necessary for 

13 receiving loading, carrying, unloading 

14 and delivering cay traffics and 

15 hes) furnish such other service incidental 
16 to transportation as is customary or 

17 usual in connection with the business of 

18 | a railway company, as may be ordered by 

19 the Board," 

20 

a Recommendation: 

re Canadian National recommends that the Railway 
a Act be amended in the manner indicated hereunder, for 
- the reasons set out in Chapter III of this submission, 
a to allow a railway company, after notice has been 
oe given, to discontinue the operation of any passenger 
a train service when the revenues therefrom fail to 
- meet the cost of operation: 
* Proposed 315 (A)s: 


315A. (1) Notwithstanding anything in 
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2 this or any other Act the company may, 

3 subject to this section, atécoutainte the 

4 operation of any passenger train service 

5 whenever the revenues from such service fail 
6 to meet the cost of operation. 

7 (2) Ninety days’ notice of any 

8 decision of the company to discontinue any 

9 | passenger train service shall be given to 

10 the Board. 

11 (3) The Board may, with the approval of 
12 the Governor in Council, by order, restrict 
13 or forbid the exercise of any right under 
14 this section whenever, in its opinion, 

15 the maintenance of the service is re- 

16 quired in the public interest, 

17 (4) The amount of any loss to the 

18 company arising out of any order made pur- 
19 suant to subsection (3) shall, upon 

20 verification and certification by the Board, 
21 be paid to the company annually out of the 
22 Consolidated Revenue Fund. 

23 . 

ae Quantity Rates 
24 
| Section 317 (3), the Railway Act: 

a "The tolls for carload quantities 
‘i or longer distances, may be proportionately 
o less than the tolls for less than carload 
6 quantities, or shorter distances, if such 
: tolls are, under substantially similar cir- 


cumstances, charged equally to all persons." 
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This section provides that the tolls for 
carload quantities or longer distances, may be propor= 
tionately less than the tolls for less than carload 
quantities, or shorter distances, As interpreted by 
the Board, tolls must bé based upon a Sineas carload 
quantity and it is not permissible to make rates based 
upon any other basis, such as, for example, a bulk 
quantity of 100,000 tons, 

Section 32 (6) of the Transport Act should 
be noted in this connection; 

"An agreed charge shall be made on 

the established basis of rate making and 

shall be expressed in cents per 100 

pounds or such other unit of weights or 

measurement as is appropriate; the car- 

load rate for one car shall not exceed 

the carload rate for any greater number 

of cars." 

It will be seen that in making agreed 
charges railway companies are prohibited from making 
quantity rates and under the Railway Act the carload 
is the only basic unit they are authorized to quote 
rates on. In meeting competition, particularly by 
water carriers, it is highly desirable that the 
railways be empowered to make rates on a tonnage basis 
as well as per carload. This practice is today in 
effect for trucking and steamship movements in 
Canada, and also on railways in the United States 


where quantity rates can now be made on the basis of 
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2 a quantity larger than a carload when moving as a single 
3 shipment and designed to meet the conparit iam of other 
4 modes of transport whose unit of transportation is not 
5 limited to single carloads, 

6 

: Recommendation, 

3 Canadian National recommends that Section 317 
; of the Railway Act and Section 32(6) of the Transport 

Act be amended to enable quantity rates to be quoted 
fi both for tariff movements and for agreed charges. 

12 6. Joint Tariffs and Interchange of Freight 
13 for Rail-Highway Movement. 

4 Sections 156(1) and 341, the Railway Acts 
15 "156. (1). The directors of the 
16 company eee at any time, make and enter 
17 into any agreement or arrangement, not 
18 inconsistent with the provisions of this 

19 or the Special Act, with any other company, 

20 either in Canada or elsewhere, for the 

21 interchange of traffic between their rail- 

22 ways or vessels, and for the division 

23 and apportionment of tolls in respect 

24 of such traffic." 

25 | "341, (1) Where traffic is to pass 

26 over any continuous route in Canada operated 

27 by two or more companies, the several com- 

28 panies shall agree upon a joint tariff 

29 for such continuous route and the initial 


30 company or an agent duly authorized by 
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1 

2 power or attorney of such company, shall 

3 file such tariff with the Board and the 

c other company or companies shall promptly 

5 notify the Board of its or their concurrence 
6 in such joint tariff. 

7 (2) The names of the companies whose 
8 lines compose such continuous route shall 

9 be shown by such tariffs. 

10 (3) If the company owns, charters, 

11 uses, maintains or works, or is a party to 
12 any arrangement for using, maintaining or 
13 working vessels for carrying traffic, 

14 by sea or inland water, between any places 
15 or ports in Canada, and if any such 

16 vessel carries traffic between a port in 

17 Canada reached by such company and a port 
18 in Canada reached by the railway of another 
19 company, the vessel and the railway of 

20 either company shall be deemed to constitute 
21 a continuous route in Canada within the 

22 meaning of this section," 

23 The increasing pervasiveness of 

24 highway competition in Canada makes it imperative 
>| that railways should have the ability to make fully 
26 flexible arrangements with highway carriers for 
27 the interchange of freight. Moreover, it is in the 
28 interest of shippers that rail and highway carriers 
29 have the ability to interchange freight and to issue 
30 
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géetion 156 (1) authorizes the interchange 
of traffic between railways and vessels afi the di- 
vision of the resulting tolls. This subsection should 
be amended to include authorization for interchange 
between railways and highway carriers, Here is a 
clear instance where the legislation has not kept 
pace with modern transportation developments. 

Section 341 should be amended to allow a 
railway to make an agreement with a trucker for carriag 
over a continuous route by rail and truck, including 
the use of piggyback, containers, or specialized com-+ 
bination rail-highway vehicles, and divide the earnings 
of the through mevement between them on whatever 
basis is agreed upon, The benefit from such a change 
would flow not only to the railways but to shippers 
and highway operators as well. 

The lack of authority to make such arrange= 
ments may hinder the development of piggyback 
operations and other coordinated highway-rail ser- 
ices which are contemplzt2d for the future, It is 
in the public interest to facilitate and promote the 
intepration of rail and highway services to the end 
that both carriers will be able to give the type of 


service that shippers are demanding. 


Recommendation, 
Canadian National recommends that Sections 
156(1) and 341 should be amended to allow agreements 
to be made between rail and highway carriers for the 
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(o) the rates are compensatory; and 


TORONTO, ONTARIO (McDonald ) 
1 

2 establishment of continuous routes and arrangements by 
3 rail and road and to divide the earnings from such 

4 through movements between them. 

5 

th Rate Making Freedom 
Section 328 (1), the Railway Act: 
"The Board may disallow any tariff or 

; any portion thereof that it considers to 

; be unjust or unreasonable, or contrary to 
di any of the provisions of this Act, and may 
require the company, within a prescribed 

a time, to substitute a tariff satisfactory 
. to the Board in lieu thereof, or may preée-= 
‘i scribe other tolls in lieu of the tolls so 
" disallowed." 

16 | 

Section 334, the Railway Aet: 

E "334, (1) The Board may provide that 
: any competitive rate may be acted upon and 
: put into operation immediately upon the 

- issue thereof before it is filed with the 
‘ Board, or allow any such rate to go into ef-= 
a fect as the Board shall appoint. 

. (2) The Board may require a company 
a issuing a competitive rate tariff to fur- 

& 
a nish at the time of filing the tariff, or 
i at any time, any information required by 
4 the Board to establish that 

‘ (a) the competition exists; 

29 
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(c) the rates are not lower than 
necessary to meet the competition; 

and such information, if the Board in any cas 
deems it practicable and desirable, shail 
include all or any of the following: 
(1) the name of the competing carrier 
or carriers, 
(ii) the route over which competing 
carriers operate, 
(iii) the rates charged by the competing 
carriers, with proof of such rates 
as far as ascertainable, 
(iv) the tonnage normally carried by the 
railway between the points of origin and 
destination, 
(v) the estaimated amount of tonnage that 
is diverted from the railway or that will 
be diverted if the rate is not made 
effective, 
(vi) the extent to which the net revenue 
of the company will be improved by the 
proposed changes, 
(vii) the revenue per ton-mile and ane 


car-mile at the proposed rate and the 


corresponding averages of the company's 


27 system or region in which the traffic is 
28 to move, and 
29 (viii) any other information required by 


30 the Board regarding the proposed movement." 


| ra en Fijlied SF x 
or 


nisis newof dou exe aos 


ino htt voqnon oat seom ‘od yrastesen va 
rt eral oF [ 
bees Yyis eh freed ait on aca tence 


’ 
a 


n 


ea, ea 
id . -gitwoliot sda to ys to ite obutont oy 
Wy | X ax 
Pi } i tsi oN ; Pa 
‘i TOLITBO yaktoqnog’ bel 30 Ont Bit edt ow) Tyee a 
4 =e nS ; , : 4 Mal’ 
ay ‘ 7 i by or 
| evelraso. 10 Die ue 
| | | | | * Pi b hat 
gritdvequos dotdw revo sduor eng (22) pea 
i het 
| ‘sjauie eteieae.) 
} i i : ; , yi oe 
aiigsaquoy) sit Yd Dextedo eotar edg (frL) Net aa 
iy } ‘ 2 ‘ i i Mi iy ah ; yy unt 
| sotex douse Yo Yoerg diiw ,ereirig.s | eee 
| ,Aidanlsit9068 428 TSI Be. se 
| nit yd botaras yiDewion epannod wii (vt) yeaa 
7 ea 
) bas nigina TO adiiog ett maowsed: ew ten Oy Aen a 
® | ; 
. Pie it aekasia a 
J F heey aT } rete 
|. dade sutot lo tawome betamiatee on? (w) bt 
: at ve : “a 
. {itw tect ro vewliex erly mont Sodtevib gf i : 
a ; i ae 
} 4 


sbam von ef ete edit tf béettevibo sd 
wer ts oe tte Af wee 7 


guneven tem sd3 dolaw od teegue ade. (itv) 


eit yd bevoxrgml od Likw ynagnos sav To 
) a Tf 
" ! | 


,2eunsio begogotg a 
4 x9q bas olim~-sod req euneven ong (ty) : 
it om 4 


edd pas eter besoqotg sav te efimewas 2 


-a'yasgqnop ant To segarteve guthnogasrz0s . 


et ohtistd oft dotsw at sotger 10 mageye | a 


is j 


ye pertuper We 


Aye. a 
Diretictsiacs) 


ee! Tae 


ae hei Oy 


pal on 


ANGUS, STONEHOUSE & CO. LTD. Hart, dir 18493 
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1 

2 Section 334 imposes needless restrictions 

3 upon the Board and the railways when the aoa is ine 
4 vestigating competitive situations, Some of the 

5 information the Board is entitled to under this section 
6 is so difficult to obtain as to impose a serious 

7 inability upon the company to comply. Before the 

8 company quotes a competitive rate it must, firstly, 

9 satisfy itself that the Wonpettciod e10scs and 

10 that the rates which it proposes are compensatory. 

ul In addition, it is in its own interests to ensure 

12 that the rates are not lower than necessary to meet 

13 the competition, The presence of these three 

14 requirements in the statute has not caused any 

15 extreme difficulty, nevertheless, it is considered 

16 that the additional detailed information which the 

17 Board may require should be eliminated, leaving to the 
18 Board the discretion as to the amount of detail it 

19 wishes to go into in any particular investigation, 

20 It would be most unfortunate for the rail- 
at way's competitive position, as outlined in this sub- 
22 mission, if the Board is to remain circumscribed 

23 with statutory provisions which might require it to 

24 order a detailed analysis of each situation complained 
| of This could cause long delays and seriously 
26) hamper the peiieay's ability to compete. It would, 
a7 however, be fully satisfactory and workable to have 

= the Board empowered to make any investigation of 

0 competitive rates it desires but unfettered as to the 
30 


nature and extent of the investigation it considers 
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necessary in each case to discharge its duty to the 
public. . 

Recommendation. 

Canadian National recommends that, for 
reasons given in Chapter II of this submission, Section 
328 (1) be amended to give the railways freedom to 
set rates which must be compensatory and published 
for the information of all concerned, without any 
overriding power of disallowance being vested in the 
Board, except where a shipper can show that no 
practical means of.transportation other than the rail- 
way is available to him. 

Canadian National recommends that, for the 
reasons given in Chapter II of this submission, Section 
334 be amended to leave with the Board full power 
to investigate competitive rates to ensure they are 
compensatory and that competition exists and that it 
be left to the discretion of the Board as to the 
nature and extent of its investigation in each 
case free from statutory direction of any kind. This 
could be accomplished by deleting all after subsection 
2(c) and inserting 

"and such further information as the 


Board may deem practicable and desirable." 


8, The "One and One-Third Rule” 
Section 337, the Railway Act: 
"337, (1) In this section 


(a) ‘eastern territory’ means any point 
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y on a line of railway east of Port Arthur, 

3 Ontario, or Armstrong, Ontario; 

4 (bo) ‘western territory' means any point 

b) on a line of railway in British Columbia 

6 to which competitive transcontinental 

7 tolls apply; 

8 (c) ‘intermediate territory' means any 

9 point between eastern territory and 

10 western territory on any line of railway; 

11 and 

12] (d) ‘transcontinental freight trarfic'! 

13 means freight traffic 

14 (i) having its origin in eastern 

15 territory and its destination in 
16 western territory, or 

17 (ii) having its origin in western 

18 territory and its destination in 
19 eastern territory. 

20 (2) Tariffs naming a competitive toll 
21 for any transcontinental freight traffic shal 
22 provide that 

23 (a) the toll for freight traffic having 

24 its destination at a point in intermediate 
| territory, and 
26 | (i) having its origin at the same 
27 point in eastern or western 
28 territory. | 

29 (11) being of the same jegeee 
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1 

2 (141) carried in the same direction and 
3 under the same conditions and 

4 arrangements as to weight and 

5 otherwise, 

6 as the transcontinental freight traffic 
7 for which the competitive toll is named, 
8 shall not exceed by more than one-third 
9 the competitive toll so named to the 

10 point of destination in eastern or 

11 western territory,as the case may be, 

12 nearest to the point of destination in 
13 intermediate territory; 

14 (b) the toll for freight traffic having 

15 its origin at a point in intermediate 

16 territory; and 

17 (i having its destination at the 

18 same point in easternor western 
19 territory, 

20 (ii) being of the same description, 

21 and 

ae (iii) carried in the same direction 

23 and under the same conditions and 
24 arrangements as to weight and 
25) otherwise, 
26 | as the transcontinental freight traffic 
27 for which the competitive toll is 
28 named, shall not exceed by more than one 
29 third the competitive toll so named 


20 between such point of destination and 
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the point of origin in eastern or 


territory; as the case may 


be, nearest to the point-of origin in 
intermediate ee es 

Where the establishment of a competitive rate 
on traffic to and from the west coast would result in 
lowered earnings on traffic to intermediate points, 
the railways in many cases make use of agreed charges 
to protect their revenue position. (In instances where 
an agreed charge cannot be made and where normal rate 
making procedures are used and it is found that the 
additional earnings to be secured on traffic to or 
from British Columbia will not compensate for the 
reduction in revenue on traffic to intermediate points 
due to the application of the one and one-third rule, 
the carriers forego the traffic altogether, with 
resultant loss cf revenue and no benefit whatever to 
the interior receiver or shipper. 

This section is clearly a further rigidity 
in the rate structure and removes managerial dis- 
eretion in a certain area at a time when the rapid 
growth and expansion of competition demands increased 


flexibility in meeting such competition, 


Recommendation. 
Canadian National recommends that Section 337 


of the Railway Act be repealed. 


9. Free Transportation 


Free transportation issued for railway travel 
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is divided into two main groups: 


(1) 


That issued by virtue of the penieewe 
provisions of General Order 656 issued by 
the Board of Transport Commissioners for 
Canada pursuant to Section 350 of the 
Railway Act. 

That which is mandatory under Section 351 

of the Railway Act and certain other statutes 
requiring railways to provide transportation 
for members of the Senate and House of 
Commons, Board of Transport count ebionene 
Board of Grain Commissioners, Department of 
National Revenue, Post Office, and Department 
of Immigration and Colonization upon pre= 


sentation of a certificate to that effect, 


Section 351, the Railway Act: 
"Members of the Senate and House of 
Commons of Canada, with their baggage, and 
members of the Board and such officers 
and staff of the Board as the Board may 
determine with their baggage and equipment, 
are onproduction of cards, certifying their 
membership or right, which shall be furnished 
them by the Clerk of the Senate or the Clerk 
of the House of Commons or the Secretary of 
the Board, as the case may be, entitled to 
free transportation on any of the trains 
of the company; and the company shall 


also, when required, haul free of charge 
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any car provided for the use of the Board," 
In 1959 Canadian National naerehL evel 

the issuance of passes to its employees for regular 
travel between home and work on its commuter trains, 
Since that time its own employees have paid half fare 
on these trains, Effective January 1, 1961, Canadian 
National intends to discontinue the issuance of free 
transportation to many of the categories of 
persons now entitled to receive this privilege under 
General Order 656 of the Board of Transport Commis- 


sioners, 


Recommendation, 

Canadian National regommends, in view of 
the deficit in passenger train operations, that Section 
351 of the Railway Act be repealed or that it be 
amended to provide that members of the Senate and House 
of Commons and of the Board shall be entitled to trans- 
portation upon 5 tabeneeeron of a warrant in the same 
manner as is presently provided for members of the 
Armed Forces in Canada, and for Members of the House 
of Representatives and Senate in the United States and 
for Members of Parliament in the United Kingdom, 
In such a way the service would be available as it 
is at present and the aeedaat would be reimbursed for the 
services performed. A similar amendment should be 
made in the statutes relating to the Board of Grain 
Commissioners, Department of National Revenue, Post 


Office Department, Department of Immigration and 
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Colonization and any other statute directing the 
railways to provide free service for government officers 
Those officers who are required to perform their 
official government duties upon trains should of course 


continue to be provided with free transportation. 


10. Use of Canadian Ports for Export Traffie. 
Section 21, C.N.R. Act (Statutes of 
Canada 1952, Ch. 29): 
"21, The Board of Directors shall 
so direct, provide and procure that 
all freight destined for export by sea 
that is consigned within Canada for 
carriage to National Railways either at 
point of origin or between that and the sea 
shall, unless it has been by its shippers 
specifically routed otherwise, be exported 
through Canadian seaports.” 
This section provides that Canadian 
National shall ensure that export traffic consigned 
over its lines shall be exported through Canadian 
ports in cases when it controls the routing. 
Earlier statutes directed The Grand 
Trunk Pacific Railway Company (Edw. VII, 1903, 
Ch. 71, p. 42); The Canadian Northern Ontario 
Railway (1-2 Geo. V, 1911; Ch. 6; S.13) and 
Canadian Northern Railway System (4-5 Geo. V. 
1914, Ch. 20; 3rd Schedule, S.6 (a) to take the 
same action and to ensure that the rates for such 


traffic were no greater via Canadian ports than via 
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2 United States ports. 

3 The main contribution which Canadian National 
4 makes to this expression of national policy is to 

5 handle traffic moving to the eastern seaboard through 
6 the ports of Saint John and Halifax which calls for a 
7 haul of 300 to 475 miles over and above the distance 

8 between points in western and central Canada and 

9 Portland, Maine, Compliance with the. intent of 

10 this legislation and the interest of Canadian shippers 
11 routing via Halifax and Saint conn compels Canadian 

12 National to publish export and import rates via these 
13| ports on a par with the rates to and from Portland. 

14] Therefore, the extra sh of handling traffic via 

is Canadian Atlantic ports cannot be made up through in- 
16 creased charges. 

17 In 1957 the traffic moving over Canadian 

18 National lines through these Canadian Atlantic ports 
19 was 1,049,000 tons. The additional work done to handle 
20 it in the manner directed by the statute rather than 
21 oe Portland, Maine, resulted in additional operating 
22 expenses exceeding 233 million. 

23 This element of national policy, which 


24 directs Canadian National to favour Canadian Atlantic 


ad ports, has an adverse effect upon its annual financial 
26 results amounting to several million dollars a aan 

27 The burden is the more onerous upon Canadian National in 
28 that it is directed to favour routings over circuitous 
29 lines without regard to its own short mileage route to 


30 Portland and to its inability to assess rates over the 
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competitive level set by rates to Portland or Boston, 


Recommendation, 

Canadian National recommends that neither 
Canadian laginlation nor policy should impose any 
special requirement or obligation upon a particular 
railway or company. If it is in the national interest 
that special arrangements be made for handling traffic 
or other matters, the obligations arising therefrom 
should be placed upon all carriers rather than a par- 
ticular one and the costs involved, if any, be 
borne by Canada as a whole. 

If it is to be a continuing requirement of 
national policy that routing preference be given to 
the Canadian Atlantic ports, it is submitted that 
the extent of the additional cost of this routing be 
calculated annually and paid to the railway eenee ried 
-- in the present case, Canadian National. To 
achieve this, Section 21 of Canadian National Railways 


Act should be amended. 


Be The Need for a General Revision 
of Railway Legislation. 

Railway legislation in Canada dates back to 
1832. The first "Railway Act" was passed in 18388. 
It was revised and amendmed in 1906 and 1919 but ginee 
that time, while there have been many amendments and 
additions made, no general review of it has been under- 
taken, The Maritime Freight Rates Act was passed in 


1927, the Canadian National-Canadian Pacific Act in 


Ps ; ‘ oD it Anae b Ls % ty oa ‘ly 
 moteod x0 baslero% of vote x tee | 


ty A 


apreacoes J camo ai natbaaad 
yaa seognml be uose abies: L088 ‘nottatatsel mathe an 
rT 4 "ae 
. saluoté@iag &@ AOGE BOLR OBSTE? me dnemeatupo iatoega 
| ’ , bile 
: i, 


geervetat (snotten eg at af gf tr. Yegnes sill a eg 


SS 
Ley 
ae | 
iJ 
a 
te 
laid 
ed. 
ch. 


f 

\ ‘ . Ate 
| mon Te71edd antel@e enotiayiido edd ,.ats reyes zedto 10 
rae 
: 

} 

| 

: 

i 


¢ 
Ee 4.3 
ai 1 ms i 


_naqg 8 med? seddar eveirseo Ile nogu peoata ed lvoe ’ 


i. 


&% , i 
; ad .yme tt .bevioval eseoo sa7 a8 oa ratuote | 
yas TE | | Ny 
* 
. ology 8 a8 ebaeasd yd sarod 
| ’ 6 Wi a i i é ; 
3 . . ‘qamertuper patontidos 9 8d of Gl gi a1 | (Na 
| | | ( 
ovina ed. GepeTSsteta pittvou tadd ¥ rakio q f AMO fandietd: 


tect hetstowwa af tf, ,etaog OS FaRTSA, bee PRe 29 ont 


- ve ad ariksvoy efdd %¢ tags cmoreihpa I ine tp ae) edt 


4 4 y 
. 3 7 rhe 
: hy ; ee 
| tenrreonoo yautier ecs od biag faa “ites tS betalue [s9 y 
: , 4 ; jy q 
' i J 
a : r as Se (uk, as 
oy _[aroftal meailbensd .S8aao Pasgetqg eax al == 4 


» rs " ere Pe a oe , 
svewftss f[snotialt meibensd to £8 moldgeed ,.atae ayeltdos | 
zawiltsn I: | | 


x 
3 
\ 


35 ot beeasg saw “SoA YSw wi Lag gard. sit 


sud CLOL Aas COOL ak bembaemse Sas bootvs 
j ogi: 
a wi" 


hi ohh 
bes ednembroms pean. maed van erent ektdw: m 


ee 
® 
5 
ca 
= 
— 
x 


ww nf i 


at Onnay aew toh ata 


a), ¢ 


ANGUS, STONEHOUSE & CO. LTD. Hart, dir 18503 
ORONTO, ONTARIO (McDonald ) 


1933,and The Transport Act in 1938. The latest con- 
solidation of these statutes is that of 1952, when all 
the statutes of Canada were consolidated again but no 
action was taken at that time to review or revis? 
railway legislation in any detailed way. 

It is realized that this is not a task for 
this Commission, We propose to point out various 
areas of the legislation which support our view, that 
it is time a comprehensive review of all railway legis- 
lation should be made. Canadian National submits 
your Commission should recommend to the Government 
of Canada that such a review be undertaken. 

Under Section 251, dealing with construction 
of works in navigable waters, difficulties have 
arisen where works have been constructed in the belief 
the water was non-navigable but later ruled otherwise. 
Here an amendment is needed similar to the provision 
contained in the 1959 National Energy Board Act, 

Sec. 76 (6), which allows for granting leave eee 
construction has commenced, 

While close supervision over all aspects of 
public safety should be maintained by the Board the 
detail of its regulatory power in this regard as set 
out in Section 290 and following sections is unneces- 
sary and restrictive of responsible management. By 
soutien 290 the Board may regulate train speeds, use 
of whistles, method of passing from one car to another, 
coupling of cars, length of sections required for 


repair gangs, the number of men employed on such 
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2 sections and the kinds of fuel to be used, The 

3 details of the requirements imposed on railways for 

4 the equipping of their cars are set ow in Section 301 
5 The Board even determines the height of draw bars and 
6] whether what the railway provides is sufficient. 

#| sectzen 303 regulates the location of ofl cups to 

8 ensure that no one has to go outside on a locomotive 

9 to oil them while the train is in motion. Section 304 
10 requires the locomotive bell to weight at least thirty 
11 pounds. Section 306 requires a blackboard to be put 
12 up outside every station in order to write the train 
13 arrival times "with white chalk", Section 359 

14 says every passenger who refuses to pay his fare may 


15 be put off the train "but the conductor shall first 


16 stop the train and use no unnecessary force," 

a7 Section 312 has two speed restrictions, ten 
18 miles per hour at certain crossings in built up areas 
19 and twenty-five miles per hour at a crossing where an 
20 accident hasoccurred. The ten miles per hour restric- 


1 tion is of ancient vintage and should be brought 

22 up to the more modern limit of at least twenty-five 
23 miles per hour, 

24 In addition the section speaks of the track 
25 in a thickly peopled portion of a city being fenced. 


26 Section 277 makes it quite clear that the original 


27 purpose of fencing was to prevent entry of domestic 
28 animals. As it must indeed be a rare case where such 
29 animals are found within urban areas today, reference 


30 to fencing in this section could well be eliminated. 
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Sections 365 to 368 deal with express traffic 
and tolls. With the change contemplated i Canadian 
National of merging its express and l.c.l. freight 
services into a new package service called "Merchan- 
dise Services" these sections will require review as 
to their adequacy for this new medium, 

The competitive nature of today's search 
for more freight traffic makes it necessary for the 
machinery of publishing changes in rates or tariffs 
to be expeditious. Sections 325 to 346 inclusive 
of the Railway Act contain the code for dealing with 
classification an tariff changes. The procedures 
are cumbersome and time consuming. In many cases 
they offer obstacles to procurement of traffic 
in competition with truckers or steamships who usually 
have little or no regulation or red tape to contend 
with. An example is the detail in Section 325 
requiring publication in the "Canada Gazette" of 
changes in classification, 

Sections 326 to 330 empower the company to 
make bylaws authorizing the issuance of hisiree of 
tolls, all of which require approval of the Board, and 
provide that no tolls may be charged without such bylaws 
and approval, The form and size of the bylaws and 
tariffs is specified and the Board given full power 
of disallowance, In today's competitive economy 
consideration should be given to restricting these 
detailed requirements to other than competitive rates. 


The Passenger Ticket Act, R.S.C. 1952 Ch. 202, 
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provides for the appointment of agents to sell passenger 
tickets and says that every ticket shall ieee the agent! 
name on it and that the agent shall be given a certifi- 
cate under seal of the appointment which he shali keep 
framed in a conspicuous. place in his office. In 
practice, no such certificates are issued and the agent' 
name does not appear on the tickets but for many years 
the railways have put the facsimile signature of the 
Chief Passenger Traffic officer of the railway on each 
ticket. 

The basic reason justifying a review of this 
legislation today is the dramatic change that has taken 
place in the competitive situation in transportation in 
Canada, Each mode of service has a full right to 
exist and prosper in its economic sphere but the regula- 
tions and rules it works under should be realistic and 


simple and adapted to present day conditions, 


Recommendation, 

Canadian National a biaeae that this Commis- 
sion should recommend that a thorough review and 
revision of all railway legislation be undertaken by 
some competent authority to be named by the Government 
of Canada. It is AEE RMP or that the guiding 
principle in such a review should be that restrictions 
be the exception rather than the rule, and in par- 
ticular they should not apply to competitive rates 


except in very extraordinary circumstances. 
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CHAPTER VII 


OTHER MATTERS 


A. Road =- Rail Integration. 


Canadian National is making strenuous efforts 
to meet the problem of erosion of its share of the 
transportation market. In addition to examining pricin 
techniques, it is convinced of the necessity of 
effecting a close integration of road and rail 
operations, Considerable progress has already been 
made in this regard. The Company’s aim is to offer 
the kind of transportation service that is best suited 
to public demand, both in terms of cost and efficiency, 
always remembering that its basic interest is the 
provision of service through railway facilities, in 
which Canadian National has a very large capital 
investment. 

The major interest of the railway is the 
long distance haulage of bulk and packaged commodi- 
ties. Generally speaking, this can be done most 
economically by railway but certainly there exists and 
will remain a large field for long haul road transport. 
In addition road transport is a better agency for the 
collection and distribution of much traffic and is 
more economical saa Crabcay for short-distance ser- 
vice. This statement is, of course, a generalization 
It is not possible in every instance to draw a hard an 
fast line, since the character and conditions of the 


traffic itself provide infinite variation in which one 


axa Ra 7 
ny ne i i 

.no ni ageda u tah - beoki A | 

. Le Re aah Me Sees a 

@tiolts rouse tte nniven et Kano 890i satbanad 

A ine ANE a 

eng TO sada eft 26 esha 9 20 ‘mel ong ont toon ot i 

‘ pie wile % 

atoing aatntmes,® of mold tobe ton toxins noktadr0 qe ened 

ae | th 

ho Pa HOS at ot 80 pindost 


a 
ae 


iieax Oae baor Yo aolgsinsital seolo & sate pont3e me i 
p, uA ; ey 


>< 


g er 2 ow T « o> w of » ee 4 4 r lew! 
| MSS YOSSTLS 868 BSEMTROIWG Sides oLaneD pro taerege, 
. nh 2 


4 a 
ia 
j t ‘ . 

: ea i : ~~ ee ~ ah t bictin tie R } 
ale SBiiO O98 82 ALA GG" YRAGMOD SH! aero Rea Os, nie 1d me ebsa 
fie iets ic . , fi ‘ie 

#1 uae. 
} Se os © + os J n “a of ¥ 4 ~ 2 i , ‘ tf i : 
Ded £0 Teod 4A JUGS SOLlVISE AOLESIAOCRRStT To bal! ene: ; 
* 
5 | yeomete: Tis, bas taoo to amis? af diod ,badweb olidug oF > | 
7 ‘3 
} wall ¥ ‘ f . 
ons Gl veoregal ofsad evl tant geet adaemeyt By awl 8 
| Weal uF 
/ a 
; , ee ee eae Per 3 etre nt : n 
mb pete hike: yawiles dywoids ootvasa Ro a: oabvorg. 4 
: : ¢ 2 ae 
As | 
. ‘ a Fey as f 4 
J LES LGA ratel yey 8 ean Lanotiest MR, Laas) dotaiw ; 
Ae es i 3 t y 
a. 74: Us a 
‘. , , 7 P toh ; 
| : ne | . Snomseaval 
~ ‘ 3 
- is | $ us Ce ae y PS uy de Nf Ba i, ba ey ue " tf ng @ ey i 8 | Pf bs aoe hs Se Ft [ ae | i 
| 
oe : “lDbourtoo henagalos Yt BAS Hiv 210 wBivad so T tat Le anol by 
4 >. ct A a , ti 4 
| ae 


| Jeom smob sd nse elat gai aeas vi laceqnep ieots Ef 
: \ vy . bi bare, | 1 i» pine > ¢€. ‘ 1 . \ the 
ae DNS avalyo onels yiniedres tod yawliet vd (ilaolmonoos ‘a 


ma ben 2 » o % B. oe ? os ad , iG ‘i ing, - 7 
oo... trogedats baor [oad geol iw? biel? sadel & abenes poe 
“ 


as cel yousas xedved 8 ef troquneit hao eotdhanectal 
ef Sas oLiteid dosta lo moldudietelh bas moldoess 
“198 Sonatelb-treile 103 retes)? Base fasinonoss. 


\aemes! ‘tone snomedade elAT 
ira lh : f AS | . ae 
wach of renasian, yreve wm mt eldtacog 
j i f, x i 

+4 . r 7 i DY oy r 


Laaumteirssor xevomiaria. 


ae 


ay 


# 
Cision Phe, 


ANGUS, STONEHOUSE & CO. LTD. Hart, dir 18 
TORONTO, ONTARIO (McDonald ) 508 


2 method of transportation may have an advantage over the 


3 other, or in which combinations of both methods may be 


> the most efficient answer. Canadian National plans 
5 to use both its rail and road services for long haul 
6 traffic as circumstances dictate and at the same time 


7 closely integrate them for both long and short haul 


8 carriage when that type of service is what a customer 
a requires, 

10 | Canadian National does not regard competition 
11 between the railway and private truckers as a fight for 
12 survival, Canadian National is not in any way ace 
13 ested in driving the independent trucker out of 

14 business, Both the railway and the truck are tools 

15 of transportation and in the best interests of the 

16 shippers and receivers -- the users of the service <-- 
17 each tool should be used as it is best suited, What 
18 is needed, therefore, is an intelligent recognition 

19 of a competitive co-existence and the development 
20 of a coordinated rail-highway system in which each 

21 form of transportation would play the role which it 

22 best fits. 

23 To further this concept, CanadianNational 

24 decided to supplement its railway services with 
ad collateral trucking facilities wherever close coopera- 
26 tion or integration of operations would effectively 
27 improve its services and, therefore, its competitive 
28 position, In implementing that policy, Canadian 
29 National is proceeding cautiously and, as a general 


30 rule, is endeavouring to enlarge its trucking 
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facilities through a very selective purchase of 
existing highway operators. In this way, ie is not 
adding suddenly to the total transportation facilities 
of the country since that would likely produce an un- 
desirable surplus and lead to a period of uneconomic 
competition by the weaker operators striving to main- 
tain their position. Canadian National's objective 
is to acquire a trucking pattern so as to obtain for 
its own operations the benefits of coordination with 
railway facilities or even replacement of them in those 
cases in which the truck is the better tool. 

As the pattern of railway trucking operations 
in coordination with railway facilities becomes estab- 
lished and recognized, Canadian National is convinced 
that it will bring into being a very desirable stabiliza- 
tion of the transportation industry in Canada and the 
elimination of a number of uneconomic practices. 

During the coming year Canadian National hopes to estab-= 
lish a pattern of collateral trucking service that will 
give its patrons across Canada the benefits in service 
and cost that an intelligent coordination with the rail- 


way should provide. 


Bs Canadian National-Canadian Pacific Act. 
This legislation was enacted at the depth 
of the depression in the early nineteen-thirties. It 
is Canadian National's view that it has served its pur- 
pose in that the railways were able to enter into certain 


pooling agreements and other arrangements at that time 
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which enabled them to make substantial savings. 
Since 1950 the railways have found chat they 

can effect substantial economies by acting independently 
or in cooperation with each other without proceeding 
under this legislation. A good example of such cooperatio 
is the joint committee recently established by Canadian 
Pacific and Canadian National to review all facets of 
passenger train services. 

“The establishment of such a committee is a 
recognition of the developments of recent years which 
make it evident that the public is not prepared to 
support all the existing passenger services provided 
by both evant ea) An attempt will be made to eliminate 
unnecessary competitive services wherever possible. Both 
railways “ee opposed to further. pooling of passenger train 
on the pattern now operated, but are hopeful that 
agreement can be reached in respect of area withdrawals 
so that the railway which is naturally dominant will 


have responsibility for necessary services. 


Recommendation. 

Canadian National suggests that the Canadian 
National-Canadian Pacific Act should not be repealed 
or amended, except with respect to Section 2(3) referred 
fo on page 63, but that it should be left as it is for 


use in the future as may be required, 


C. Administration of Subsidies 
At the present time Canadian National receives 


reimbursement from the Canadian Government under seven 
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2 different subsidy arrangements: 

3 1 Freight Rates Reduction Act 

4 2. Maritime Freight Rates Act 

5 34 Eastcwest Bridge Subsidy 

6 4, North Sydney = Port Aux Basques Gulf 

Service 

7 

F a North Sydney - Island Ports Service 

F 6. Prince Edward Island Car Ferry Service 
6 Tak Newfoundland Coastal Service. 

,| These subsidies are paid by the Government in relief of 
15 freight shippers or users of marine services which are 
ia not self-supporting. They do not constitute addi- 

7 tional revenue to the railway for work performed. 

ts On the contrary, they are purely a device by which 

i part payment is made to the railway for such services, 
‘3 with the other portion being paid directly to the 

i railway by the shipper or user in the normal way. The 
‘3 result is, that while Canadian National did not choose 
56 this method of reimbursement for its services the 

a4 administration of these subsidies imposes two sub-= 

a3 stantial burdens upon it. - 

53 The method of claiming reimbursement under 

oy Shea oe subsidies is not thesame in each case. Unde 
ge | the first three, reimbursement is made on the basis 
cc of actual amounts by which the railway has reduced 
a9 charges to shippers. Recovery under the Freight Rates 
5 Reduction Act is based on actual figures and no claim 
Ba for reimbursement can be made until such figures are 


4 available, The Maritime Freight Rates Act payments 
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are received on the basis of monthly estimates, sup- 
ported by a certificate countersigned by the Government 
auditors. Subsequently, the actual amount due is 
determined by a waybill analysis and an adjustment 

is made and approved by these auditors, In the case 
of the East-West Bridge Subsidy, the amount is cal- 
culated from the waybills covering such traffic and 
audited after the bill is submitted. For the Gulf 
Service and the Island Ports Service, payments are 
based upon estimates with an adjustment made and 
certified by Government auditors when actual revenue 
figures are available. In the case of the Newfound- 
land Coastal Service, an annual agreement is made 
which specifies the maximum amount of the subsidy 

and monthly amounts are drawn against it with 
reconciliation made to actual figures in the month 

of December, 

In all cases the preparation of actual 
figures takes some time. Therefore, collection of 
subsidy payments on that basis is always slower than 
on an estimated basis. It has been calculated that 
the cost to Canadian National of financing the time 
lag of from two to three months required to obtain 
reimbursement for reductions in rates or payments made 
under these subsidies is of the order of $250,000 
per year. 

In addition to the cost of financing the 
time lag before reimbursement, the task of determining 


the amounts recoverable under the various subsidies 
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results in work being performed which would not otherwis 
be necessary. An estimate has been made of the 

expense which could be eliminated if these subsidies 

did not exist. It shows that making no allowance for 
supervision or for the floor space occupied by per- 
sonnel and machines, this administrative work costs 

the company at least $60,000 per year. In addition, 
there is substantial cost occasioned to the Sales 


Department for the expense of tariff publication and 


allied matters. 


Recommendation. 
Canadian National recommends that: 

(a) All subsidies paid to companies in relief 
of shippers or other users of transportation 
service should be recoverable on an estimated 
basis with suitable adjustment to actual 
figures being made at regular intervals. 

The estimated bill should be rendered 
not later than the end of the month 

in which the service is performed and re- 
imbursement received by the company no 
later than the end of the following 
month; 

(b) The administrative costs incurred by any 
company which would not be necessary except 
for the existence of a subsidy should be 
reimbursed to such company upon presentation 


of periodic accounts therefor and charged 
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to the fund from which the subsidy 


is paid. 


All of which is respectfully 


submitted. 


---EXHIBIT NO. 177: 


---EXHIBIT NO, 178: 


---EXHIBIT NO, 180: 


---EXHIBIT NO, 181: 


---EXHIBIT NO, 182: 


Statement No. 1: Summary of 
Line Abandonment 1923 to 1959 


Canadian Population and Rail 
Passenger Handlings 1871 to 1958 


Canadian National System, 
Passenger Handlings 1940 to 1959 


Reductions and Increases in 
Passenger Grain Service, by 
provinces, from 1954 to 
1959 inelusive 


Passenger Train Service, 
Rail Diesel Car Substitutions 
(1954-1959 ) 


Passenger Train Revenues and 
Expenses, 1959 (Exclusive 
of Commuter Train Operations ) 
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TORONTO, ONTARIO (Cooper) 
1 

2 | . MR, McDONALD: Mr. Hart is now ready for 

3 eross-examination, 

4 

: GROSS-EXAMINATION BY MR. COOPER: 

6 Q. My. Hart, I direct your attention, 

7 first, to the introduction part of the submission of 

8 the Canadian National Railways contained in Chapter I, 
9 and particularly to the second paragraph of the first 
10 page, and particularly to the words: 

11 "Since the Turgeon Royal Commission on 

12 ; transportation made its report in 1951, 

13 one of the factors affecting rail 

14 transportation in Canada has been the ereat 
15 increase in the size of the trucking industry 
16 and the pervasiveness of that form of 

17 competition" 

18 Would you agree that in fact this question 
19 of competition from the trucking industry is the most 
20 important problem facing the railways in Canada today 
21 and in particular the Canadian National Railways? 

a2 A. I think that is certainly so, Mr. 

pas Cooper, as far as the revenue side of our business is 
24 concerned. There is little doubt about that. The 

25 | trucking competition has become all pervasive during 
26 that period, or almost all pervasive, 

27 The question of whether it is the most 

28 important -- when you look at the company's activities 
29 as a whole on the expense side there has been very 


30 serious matters come to the attention of the company, 
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too, but revenue-wise I would agree with that. 

Qs T take it that if revenues can be 
increased that will have a very important effect on 
the other side of the balance sheet? 

A, It certainly will. 

Q. On page 5 of your submission at the 
top of the page you say that the railway rate structure 
is presently in a state of transition from its original 
rigidity to a more flexible state due to a combination 
of carrier competition, commodity market conditions, 
and governmental action, 

I am not quite clear on the expression 
commodity market conditions", and I wondered if you 
would be kind enough to enlarge on that expression, or 
phrase? 

A. Well, really what is intended there, Mr. 
Cooper, is @ description of how much more complex the 
Canadian economy has become over the last, well, say, 
Since the war -- just to seize a date. The growth of 


Canada during that period and the spread-out of the 


“Canadian economy -- that is, the development of the 


west and parts of the west, particularly industrially, 
the development and discovery of oil in the west, and 
indeed perhaps more activity in smaller industries 
being scattered from one end of the country, from the 
Maritimes to the other, means that instead of being 
~- before this complex arose -- being able to direct 
our attention from a competitive point of view, at 


least, to a perhaps a relatively narrow geographical 
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2 area, we now are faced with the geographical area only 
3 defined by the two oceans. L 

4 Qo You might indicate generally what 

5 particular problems this increase in economic conpiex, 
6 if I may call it that, of Canada has created? 

7 A, Well, it broadens =-- it is perhaps not 
8 developing any new problems, Mr, Cooper, It broadens 

9 the necessity for our activities, if I may put it that 
10 way, in that, as I said earlier, the question of, well, 
11 acute competition -- to discuss highway competition, onlj 
12 as an example, 25 years ago highway competition was 

13 relatively restricted in @ geographical area, It 

14 certainly is far from that now. It means that our rate 
15 people have new problems arising; the problems brought 
16 about by new industries developing in new parts of the 
17 cotneinreatt Accentuates the degree of control, brought 

18 about -- after all, in any rate structure there was 

19 always an attempt to keep it cohesive and logical, and 
20 with the spread of this industrial complex it just made 
71 our difficulties that much more. It is perhaps a matter 
22 of quantity rather than quality. 

23 Qo A matter of quality, perhaps, that those 
24 new industries being serviced in many instances are 

a, tending towards service by road transport rather than 
26) by rail? 

27 A, Yes, yes. 

28 Q. Qn page 6 in the last paragraph, these 

29 words occur: 


30 "Tté would have been unrealistic to attempt 


hey an Bers. thatdehies og gett, 


\ 


; 
+ 


ied Yilstessg O@nobat, | 


jee. gmea ofmonons wk satetyal « dd ‘en. 


: ay om . *hetaote sag snake ‘ho: ls ia ee se ae x 


. | Wy PA 
a -% 4 ’ Ph 7 7 tf 
: ) uOr Jan Fro BP ae Pl wre AAVAQ chaond. wi i % bial. ( A - ri 
: \. 4 J . ‘ Als 
by ( 5 7 % \ A : 
Wate, | j f a ; 
bef aa oe Rohe Maer he \ ; 
v | wmehecr? #7... Tego oth pagetdnng we ay Ty ago es e 
ae ve wd ° ig ate a « “> ~ » » a 2 ne ' } 
> aK TRS Ee ; r vi +4 Eo.) J is +, a +3 t ¥ a J 358 J . Pye a A se ue ee ne 
; ; A 4 rs ne 


E , / ote r Ny 1 a y 

| flew ,to melveoup sd? ,sxeiives bisa. Ge ‘ pade: a al 
; “) ey 

} a ¥ uk 


4 " i : iy Pa 
nite ,dolttvegues, yeudiyid; aageeth ef we ne hea Sig ae OR || 4% 
ae it : bad ‘ | ; rt vie if 44 \ De 


' i my. ~ a, : ae 
o> tae . BY : a4 ~~ oe . wa i a et so I encanto ; j ae 
iw aotsi¢dasaqmoy vyerdata o89 raey 3 fo CORD ne 2) Pee: 

i ; j is i , aa " { ae 
i A 1 =< if 


¥ 4 ’ I 7. ) 
: Ly m" oe oe we “, ive Oh ae me ae ids ish web 

. - rene Leotdaeuereen 0 4.528 otitnan ytevidaren | 
i . v ‘ haa 


“re ii te eal wh hen - : pan ob 4 ‘ oY »¥ F en » - _ 
” Syst tig van 4 w Ti. . eon 9 hort eae es wie tatren, rk 


7 4  dehewerd eoetderd edd :wetetoa aveldota wee svat sinesa,, 


Ad, 


aft to aiung wor ml yalqulsveh selavecbak) wan xd tyada” 


‘ 


4\' |. Segond ,fogdiaoe ‘te wengeh edd) aedbhdeiosed 47 019009 | iy a 
A at ‘ J Z ty 
: : - ee { ee AA io J 


: . Tay 
pew stetd sumowxth, Hey we ety le eer te, ~- eyed): 


sim east Be 4. fame » Seindeptat) eft. to pene we ‘eels cit bw 2 | Of . 
i 4 4 


pe 


' 
} 

Es. | j roo < we 

- wh ul ore re oe ¥ a , if o ' ‘ 4 © ott ° 7 <z ye 4 Z . > - CJ 7 i] ‘i 

) YSicgsn £ SasSnis an a SON. ADRS i? wettivattt2b sy 
: ts he ie - seca). ve SP Bete wo F 7 8 isd 
C40 eS) De (eI VELOC esp) 
‘] 
| 


ao ae pee > ga Pe 7 cba RM eats er 
it. tact serie Vt ds LS Bo. Wied Fie ay 
+4 ty ati ; ‘ : r 


ee e%s uequesent ynem ab Asalyiem gated sean 
ee s ; \ Fy fi 
_ 7 i | 
weit asd? sofvss tacqenexd feow Yd eeleree shane oe 
a | | 
ni, 
a 
ne A PeR, bt 
at * 
Sa agetd Acerpaad Wes: a al 2 agad: aay 


) 
r) aati ok, 


es 


© a ee 


11 


12 


ANGUS, STONEHOUSE & co.LTp. Har » CY.Cx%, 18518 
TORONTO, ONTARIO (Cooper } 


under monopoly conditions to switch from 

the principle of value of service to that 

of cost of service using as a criterion the 
total cost of each particular movemex%:. 

Now, I am particularly interested in your 
phrase “under monopoly conditions", and I should like 
you to inform the Commission as to whether in your 
opinion monopoly conditions still prevail to any 
extent and, if so, to what extent, in the freight 
rate structure? 

A. No, I do not think that there is much 
monopoly in the sense that the word is used there 
left in the Canadian economy today, Mr. Cooper. if 
I may define, really, what was intended there by the 
words "monopoly conditions" it was the momopoly brough 
about by the very fact that there were not other means 
-- other means had not been developed of inland 
transportation. So that, effectively, the railways 
had a monopoly in every sense of the word in the 
running of their business. 

Now, there are still some areas, if I can 
sort of become an economist or pretend that I am, 
there are still some areas and some conditions in 
which you might say there is a functional monopoly 
still existing in Canada, 

By that I mean the fact that the very 
cost structure of the railroad perhaps means that 
certain business, if it is to move at all, must move 


by railway. So, in that sense a functional monopoly, 
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ANGUS, STONEHOUSE & CO. LTD. Hart, CP, GAs 18519 


TORONTO, ONTARIO (Cooper ) 
1 
Z there is still monopoly in Canada, but that is not 
3 the sense used here at all. 
4 Q. I do not know that I quite understand, 
5 then, in what sense you use the expression here? 
6 A, Perhaps if I can expand the statement, 
7 a. Yes? 
8 A, What is meant by the statement is that, 
9 say, just once again to seek a date, before the first 
10 World War when there was no trucking business at all, 
11 no pipelines, actually the only competition, perhaps, 
12 the railroads had at that time was horse and buggy, so 
13 to speak, or horse and wagon. 
14 Well, as a mass carrier there was actually 
15 a monopoly in every sense of the word to the railroads 

16 at that time, 
17 o, Well, a monopoly in those days was all 
18 pervasive? 
19 A, Yes, exactly. 
20 Q. Now, what I want to find out is if in 
21 your opinion today competition is all pervasive so 
i) that there is no monopoly field at all left to the 
29 railways? 
24 A, Yes, as long as you accept my one 
25 | qualification -- that one qualification of functional 
26 | monopoly -- I would say yes that the competition is, 
27 to the best of my knowledge, all-pervasive, Whether 
28 it is carrier, market or substitutional, there is 
29 some type of competition in all of our business in 


30 varying degrees today. 
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ANGUS, STONEHOUSE & co.tto. Hart, cr.ex, 18520 
TORONTO, ONTARIO (Cc ooper ) 


Q. We have heard a great deal about 
captive traffic and non-captive traffic, and what I 
was endeavouring to elicit for the information of the 
Commission is whether or not you consider that a 
distinction between captive traffic and non-captive 
traffic is a valid distinction, using that term "“capti 
traffic" in the sense, really, of the railways having 
a monopoly over a certain segment of traffic, because 
of there being no reasonable competition or no- 


reasonable alternative means of moving that traffic? 
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ANGUS, STONEHOUSE & CO. LTD. Hart, Cr-ex 18521 
TORONTO, ONTARIO 
(Cooper ) 


A. Well, there is traffic, without doubt, 
that because of the costability and the ability of the 
railways to carry the traffic over great distances and 
in large quantities, yes, there is captive traffic. 

To put it another way, there is traffic that the rail- 
roads can stop moving if it puts its prices too high. 

No other method has been developed that can substitute 
at the price levelreeded by that type of industry. 

I am thinking primarily of the large extractive indus- 
tries. I think, as far as talking about captive and 
non-captive traffic, that sometimes we fall on words. 
Certainly when I am talking about captive traffic I 

am talking about the type of traffic which there is 

no reasonable alternative for, taking into consideration 
market conditions, cost structures and the varying forms 
and things of that sort. I think a distinction can 

be made between captive and non-captive which, perhaps, 
is not very much different, a am not certain it is 

any different between competitive and non-competitive. 

THE CHAIRMAN: Are you using functional 
monopoly as another meaning to captive? 

THE WITNESS : yes, it would be in the same 
sense that I have used it today. 

MR, COOPER: Q. in the same excerpt that I 
read I call your attention to what you say there as it 
having been unrealistic to attempt, under monopoly 
conditions, to switch from the principle of value of 
service to that of cost of service using as a criserion 


the total cost of each particular movement. Now, 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr=-ex 18522 
TORONTO, ONTARIO ( Cooper ) 


under the present-day conditions when all we have left 
is what you have referred to as this functional monopoly 
operating in a relatively small area I would think all 
the freight rate structure -- I would take it it would 
now be realistic to switch from the principle of value 
of service to that of cost of service? 

A. No, I cannot agree with you. When we 
are talking about cost here as total cost, what is said 
here is that under the cost of service principle you 
are really talking about variable plus a share of 
cost plus a profit. Perhaps not today and perhaps at 
no time will it be possible, in my opinion at least, 
to come to removing totally the idea of cost of estab- 
lishing your rate on variable cost plus a profit and 
perhaps weighing the value of service principle, not 
to the point that you maximize within your traffic, that 
is not able to pay varying cost, though you at least 
get variable cost and the largest contribution due 
and which tends to ease the burden of other traffics. 

Qo I am sorry, I did not mean to imply, 
although the words would seem to indicate that, that 
when I was speaking of switching to cost of service I 
meant to imply that cost of service in the context was 
monopoly cost, I was thinking if varying costs when I 
put my question, 

A. Certainly all I wanted to clarify was 
that in here the distinction we are making is based 
on our concept of total costs. To come closer to 


your question, variable cost certainly always is one of 
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ANGUS, STONEHOUSE & Co. is = 
TORONTO, ONTARIO wa de Hart, bate Lehe3 
(Cooper ) 


the things that must be considered and not only con- 
sidered but is a yardstick, is a thing that is totally 
necessary to be known in all movements or any movements 
that you are getting reasonably close to the floor, 
Now, my only fear to agreeing with your question would 
be that at least under our present understanding of 
the art we would get to the point where you would 

take variable cost plus a fixed markup. I would 
hesitate to agree with this. What you mean, I think, 
variable cost pius whatever market and speaking in 
this context in the competitive area that variable 
cost plus what markup can be negotiated is the way 

to maximize our earnings in this competitive field. 

Q. Well, then, it would now be realistic 
to switch from the principle of value of service to 
that of cost of service? 

A. I think that there has been a good deal 
of talk about incentive rates and maybe our whole 
effort is built around the principle of competitive 
traffic and competitive traffic in a highly competitive 
industry indeed, We are in the position where we 
must make our costs and get as big a markup as we 
can, a markup over our costs and you find a distinction 
between a lot of areas forms the transportation 
competition you are meeting. 

THE CHAIRMAN: You say a markup must be 
variable too? 

THE WITNESS: Yes, very definitely. BC 


think otherwise we lose the ability to run our own 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 
‘heniecetinic rips 18524 


business as a business, The markup is really the 
maximum that controls the cost of pricing'in industry 
and I am a believer in the mark w to proper cost or 
rate as in this case. 

MR. COOPER: Q. Your answers have been 
directed to the competitive field, of course? 

A. yes, 

Q. In the non-competitive field -=- 

A, “In the non-competitive field value of 
service still maintains and if I might jump back to mak 
certain I put across my point. In your value of 
service there is still the important matter of com- 
petition in a community. In our present structure 
I think there is little doubt that value of service 
must continue to play a part in competitive and non- 
competitive areas. 

Q. I asked you the last question to make 
sure whether you were attaching any importance to valu 

of service | 
/ not only in the non-competitive field but in the com- 
petitive field. 

A, Oh, very definitely that is your area 
of negotiation and when you say that, all you are 
really saying is that you are working to arrive at 
what your profit is. 

Q. Onpage 7 you describe competitive 
pricing and carry on with a description of competitive 
pricing. Over on page 9 you describe competitive 
pricing as a third rate making principle and you say 


too, it has been introduced, as I understand it, it is 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18525 
TORONTO, ONTARIO 
(Cooper ) 


not really any new concept but is merely the system 
of pricing which the railways, you feel, ust adopt 
now and which involves far less emphasis on value of 
service and far greater emphasis on cost of service, 
Is that right? 

A. It puts some emphasis on cost of ser- 
vice, yes. Value of service enters in from the 
probdem of what you can get above your costs. Com=- 
petitive pricing really is a cost oriented system and 
as you say there is nothing really new about it. Really 
what we are saying is, we must emphasize that it,that 
this must be the area of our major attack in an attempt 
to regain our position in the market and to raise our 
percentage of the market. 

Q. All right. Then, on page 7, the last 
paragraph you say: 

"Such traffic lost due to a continuing 

though declining emphasis on value of 

service should be regained if service 

were priced at competitive levels, " 
Now, does that envisage that rates must be reduced 
in the area where value of service has been a pre- 
dominant factor in rate making so in fact there will 
be voluntary reduction of rates on the part of the 
railways in certain areas in order to stimulate 
traffic, 

A. very Hitch so plus the incentive rates 
that we have heard so much about to-day, plus the 


general decrease of rates put in by the Canadian 
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railways to stimulate traffic, to raise the net by 
getting a larger gross. That is the wholé idea of 
LOS The incentive rates both in eastern and western 
Canada are very good examples of competitive pricing. 

Q. You would expect that tendency, of 
course, to continue? 

A. Oh, very much so, We must have more 
and more emphasis on this and I am aware there are 
studies going on right now towards eevdaenine the 
incentive rate both in eastern and western Canada and 
also between eastern and western Canada. 

I must assume that at the moment the larger 
emphasis is going on in the "within" rather than the 
"between" but this is a matter of broadening it and 
moving as quickly as we can to become competitive in 
all areas at all distances. 

Qs At page 9 you refer to construction of 
highways, improvement of old ones, improvement of 
highways, and so on and indicating that the railway 
industry will be undergoing yet some vigorous com- 
petition in its solicitation of traffic. Now, I just 
want to get your views, Mr. Hart, for the benefit of 
the Commission on theeffect in the air in the fore- 
seeable future, That is, to put it shortly, what 
will be the effect of that group of air cargo on long 
haul rail merchandise traffic? 

A. I feel it will be insignificant in the 
terms of, as we understand the amount of trafficthat 


we carry. My own feeling is that the impact of air 
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will perhaps hit harder at the highway carriers than -- 
much harder on the highway carriers than it does at 
the railroad level and, perhaps, to some degree at 
the express service operated by the railroad. As far 
as freight is concerned the cost characteristics of 
air, as I understand them, and this is only as I under- 
stand them in the foreseeable future will they be able 
to get their costs to a level where they will make any 
significant impact on the general merchandise traffic 
of the railroad, or, any at all, except perhaps the 
express traffic. 

THE CHAIRMAN : You are talking of volume? 

THE WITNESS : Yes, It is really a matter 
of the cost characteristics of the two mediums, the 
costs within the foreseeable future, One should be 
careful to prophesy anything in the air but certainly 
their cost would seem to be there, Any report I 
have seen on the business they seem to run from -- 
get very wide limits, but they seem to run between 10 
eents and 15 cents per ton mile. Now, you need to 
have high value articles which need extremely fast 
service to be attracted by that type of medium, if 
suspect that the market for that type of medium is 
small when you lock at it from the point of view of 
the railroad but I still think they have a tremendous 
future as carriers in this very specialized field. 

MR, COOPER: Q@. Also on page 9 in the 
last complete paragraph you say: 


"Puture rate action will call for much 
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more to be known about traffic conditions, 
relative carrier costs and service ad- 
vantages ---" 

What is now being done in this field and what is pianned 
for the future? 

A. Well, I have a statement here, Mr. 
Cooper, that we prepared in the thought that the 
Commission might be interested in what we are doing. 

We have done a great deal, I think, in the planning 
stage and have implemented this to some degree, A 
rather well known man around this Commission headed 

up the freight side of our work, Mr. John Gardiner. 

We have a division of our freight group known as 
Freight Sales Development which really is our marketing 
group. I use "marketing" in the broadest sense of 
basically obtaining and understanding the market and 
an understanding of our customers and an understanding 
of the competition that we have to meet so that we 

can tailor our service best to meet the requirements 
of our customers and at the same time remain highly 
competitive. Now, there are really three things 
that this group will do, and if I may I will read 
this. 

THE CHAIRMAN: Before you read it, I take it 
that your company regards the pricing policy as a major 
area of reform for submission to this committee? 

THE WITNESS ¢: I think pricing reform is a 


very important thing. I think there are other things 


mentioned by us in our brief also and they must all be 
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taken as a package. 

THE CHAIRMAN: But you think pricing is 
important? 

THE WITNESS : Yes, as long as other things 
are done, We must be able to tailor our plan ina 
different way to reduce certain services or, as we 
go on later to the question of obtaining subsidies 
for the public interest calls for us to operate on our 
plan, keep profit down and our expenses can be broaden- 
ed, But, once again, if I can make the distinction 
between expense and revenue -=-= 

THE CHAIRMAN: It is all tied to the price? 

THE WITNESS : It all comes into the net at 
the end, and your revenue and expenditures must both 
be considered. 

THE CHAIRMAN: What goes into the till? 

THE WITNESS: That is right, the klink. 

I was going to say I have this statement and I might 
say that I am speaking only on our freight sales 
development at this point and I think that is primarily 
what you are interested in. 

"The main activities of Freight Sales 

Development will bes: 

"(a) Planning and executing working 
policies for establishing forecasts and 
objectives. Forecasts of traffic are 
needed by management in order to anticipate 
the transportation requirements of the 


future, for any period such as a month, 
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quarter, year, etc. Forecasts are most use- 
ful in planning economic use of personnel 
and equipment. The sounder the planning, 
the sounder the financial results will be, 
for efficiency is seldom spontaneous. While 
in such a complex oferdtzos as that of the 
Canadian National it is not - easy task 

to forecast exactly what traffic will be 
available in the future, every means must be 
used to improve forecasting as it is the key 
to successful operational planning. 

"Sound objectives are also valuable 
sales tools which assist the control of 
the sales effort and at the same time gives 
the sales representatives a goal to shoot at, 
and also a measure of their personal par- 
ticipation in the success of the overall 
sales operation, This will be a new venture 
for the Canadian National, and it will re- 
quire considerable effort and understanding 
on the part of all concerned before it is 
completely effective. 

"(b) Initiating studies concerning 
rates, costs, equipment and services. In 
so far as rates are concerned, Freight Sales 
Development will not be involved directly 
in rate work as this is the function of the 
rate section of the department. Its 


contribution will be in the area of studying 
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ways and means of improving the net reyenue 
possibilities of particular rate making tech- 
niques, following the results of new rate 
concepts which have been or will be incorporatd 
into the rate structure, In certain instances 
it will participate in the analytical work 
needed for individual rate problems, especially 
when particular attention has to be paid to 
cost features, 

"In so far as equipment and service 
standards are concerned, Freight Sales Develop 
ment will work toward establishing the feasi- 
bility and economics of various types of 
equipment, keeping in mind the service re- 


quirements of shippers." 
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1 

2 The activities already described can be 

3 successfully performed only with suitable statistical 
4 data being available. The new section will therefore 
5 arrange for and in certain circumstances,at least, 


6 directly collect data that will help them in their 


7 main function, and it will also supply statistical data 
8 to other sections of the department.-- that is, the 

9 straight sales section of the department. To this end 
10 it will also provide the liaison and the leadership 

11 as far as sales is concerned to our people who are 

12 working in the integrated data processing area. In 

13 order to complement these other activities this group 
14 will plan in consulation with our market research 

13} section freight market service designed to measure the 
16 share of the market and characteristics and why the 

17 share we are not getting is going to the other means 
18 of transportation. 

19 I have talked of freight sales, and that is 
20 what our freight sales development group will do. It 
21 is a relatively new departure, We only started this 
22 up, if I remember correctly, on the first of June of 
23 this year and perhaps some people in this room will 

24 remember Mr, Gardner has been pretty busy since that 
25 time at other work. 
26 The market research group -- we have a group 
27 in the sales department which works with this group 
28 who are not at this moment part of it. We call these 
29 people market research people, basically, but they are 


30 the market survey people. These are the people who 
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design questionnaires and techniques and methods 
whereby you test by means of information not available 
within the company the size of the total transportation 
market and attempt to find out in this market what 
portions are going to other modes of transportation 
which today in Canada is an extreme1 97 thifit to Pind 

out because the statistics of the highway carriers are, 
to say the least, not comparably correct to those of 
the rail carriers. 

So, to get a full understanding of the 
transportation market is extremely difficult now, and 
this is why we are trying the survey technique. This, 
again, is relatively new. The first thing this group 
did was a massive survey of the passenger market in 
Canada, and it is only within the last eight or nine 
months they have got into the freight field at all. 

The results so far are encouraging although far from 
being definite, Now, that group specifically made a 
survey of the canned goods industry by surveying the 
manufacturers of the goods, and we were extremely 
pleased about the amount of information we got. 

Then, ‘Lfel may govern ise? 

Qe Yee. 

A, In research and development, working 
with our freight sales development group, we have 
made attacks on trying to understand the problems of 
some of the large basic industries of the country. 

For instance, we have done, in conjunction with the news- 


print people). a survey of the newsprint industry in 
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Canada and its sort of shipping characteristics and 
things of that sort, and also one is underway at the 
moment -=- the same form of understanding -- on the 
iron and steel industry. There are innumerable others 
we have planned to get going on, 

That, at great length, gives you a capsulize 
idea of what we are trying to do. 

Q. Thank you, What you have just said 
with respect to the difficulty of getting information 
in the form of statistics with respect to the trucking 
industry leads me on to the next point, and I refer yo 
to page 10 where you say in the first complete paragra 
on that page, “Another aspect of competitive pricing 
is the frequent use made of cost information pertainin 
rail and competing media of transportation." Later on 
in that paragraph you point to the desirability of 
obtaining cost information of your competitors, and | 
indeed you say in one sentence there, "In marginal 
cases the information of both costs is required, Much 
costing work of this type has been carried out." I 
am just wondering how you can get the necessary 
costing information from competing media of 
transportation, or relating to competing media of 
transportation, to enable you to carry out what you 
have in mind in following your program of competitive 
pricing? 

A. For a great many years the Canadian 
National has operated trucks of its own of one sort 


or another, and more recently we have been purchasing 
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trucking lines, and now we believe that we have a 
fairly good understanding of the cost structure of 

the highway industry. We feel satisfied that now 

we are reasonably close -= close enough for the 
establishing of the two brackets I mentioned earlier - 
variable costs in the highly competitive fields, 
variable cost is the floor, and the variable cost of 
your competitor as perhaps the ceiling. 

THE CHAIRMAN: You are learning by 
experience? 

THE WITNESS: Very much so, 

MR, FRAWLEY: It is too bad the trucks could 
not buy @ little railway here and there, 

THE WITNESS: They have got one or two for 
sale, 

MR, COOPER: Q. On page 11 at the bottom 
of the page you say: re National suggests, 
therefore, that in the public interest there are only 
three items of regulation which retain their 
justification in the competitive field." Then, you 
come to those three items as, first, that the rates 
in effect should be made known to the shipping public; 
and secondly that the rates should not go below 
Jaetawits cost; and thirdly, that the rates should not 
be lower than necessary to meet competition, Should 
there not also be added to that list that the rates 
must not be unjustly discriminatory and rates must be 
just and reasonable? Or have I misunderstood your 


point? 
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A, No, very definitely; I think that 
perhaps a general statement on our philosophy with 
respect to rate regulation might be in order right 
here, Mr. Cooper, and it might clarify or expand a 
little more what we have in mind, 

qi Well, just before you do that, I would 
like to refer you to page 12. I may have misunderstoo 
the connection between what I am now referring to on 
page 12 and what I have already referred to on page 
ll. On page 12 you are still talking in the first 
complete paragraph on that page on the problem of 
meeting carrier competition, and you are talking about 
your previous suggestion, and you say, "Its 
implementation would not require any change or 
alteration in the well known yardsticks used to 
measure the justness and reasonableness of railway 
freight rates, such as the Board's standard for 
permissive level of earnings, and the equalized class 
rate scales, Neither would it affect in any way the 
safeguards in the Railway Act which protect the 
public from unlawful discriminatory rate practices," 
It was as a result of reading that that I put the 
question to you as I did? 

A, Tesy 

Qs That perhaps should be added to (a), 
(bo), and (c), (dad) and (e)? 

A, Perhaps it is fair to say that there 
are two ways to look at the problem, and perhaps we 


were trying to look -~ as you read them out in 
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isolation -- perhaps they are not as clear as they 
might be. 

Let me say this: in the first place, you 
can look at the matter as we might well look at the 
matter, as the C.N.R., only as a member of the railroad 
industry. If you look at it from only that point of 
view we do not believe that there is any necessity for 
either maximum or minimum rate regulation, or indeed 
for any of the other tests or measures that you read 
out from those two exceppts. 

We think basically that regulation has lost 
its reason for being, of course, from the all pervasive 
forcesof competition of the various types that have 
peen described. I believe that looking at it from the 
industry's point of view that there is really only one 
test, like in any other business, as to how you set 
your price, and that is how the market indicates how 
you should set your price, 

THE CHAIRMAN: But there are more industries 
than one in Canada. 

THE WITNESS: Yes, that is why I was looking 
at it as bine bie industry alone -- and perhaps that is 
it; but, looking at the other forces at play, perhaps 
some of them historically, we perhaps felt and did feel 
that a total overthrow of all regulation was not 
practical at this time, 

On that premise we look at the thing from 
another point of view: in the competitive area we feel, 


just looking at the area of competition, that the three 
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tests that are outlined in our brief, that the rates in 


effect should be known to the shipping public, and that 


the rates should not go below variable cost, and that 


the rate should not be lower than necessary to meet 
competition, those are the only safeguards, and we feel 
are required as far as minimum regulation is concerned, 
but you could, if there is any protection required for 
the shipping public -= and I do not believe there is, 
This is the position we take on page 11 of our brief, 
We do not feel that any more regulation on the low side 
will permit the railways to price competitively. 

THE CHAIRMAN: You are speaking purely of the 
rail situation? 

THE WITNESS: Not in the second, I said in 
the first, if we were looking only ate railway 
industry, this is so, However, on the maximum side, 
with regard to the regulation of the maximum level of 
rates, different considerations perhaps apply. This 
form of regulation applies only to that portion of the 
transportation which is non-competitive, because in the 
competitive field the height of your price is held down 
by the competitive forces at play. So, as far as the 
upward regulation or regulation of ceiling rates, or 
something of that sort, is eonecerned, you are talking 
in the non-competitive field -=- the area of functional 
monopoly. 

MR,” COOPER: Q.° So, on page ll you are 
speaking of the competitive field and on page 12, and 


the excérpts I have already referred to, you are speakin 
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| of the non-competitive field? 


A, That is a practical means,perhaps,and 
the only acceptable way. As far as the non-competitive 
field is concerned, or the captive field goes, there are 
certain other things that have been done, For instance, 
in Britain under section 22 of their Act they would seem 
to have given as far as the top side is concerned the 
Transport Tribunal the widest possible jurisdiction to 
decide whether in a specific instance on a specific 
movement a man needs regulation or not, and if they 
decide he does, they once again seem to have the widest 
possible jurisdiction to decide what that specific 
rate should be as and by itself. 

In this area it appeals to us that perhaps 
there is a germ of a thought here that could and should 
be examined, and I am afraid at the moment we cannot 
assist the Commission very much because we had. some 
people in England but we were not as successful in 
finding out how this mechanism was working as we had 
hoped to be in the first instance, I do not think 
this might be the total solution because before your 
Commission there has certainly been a great many people 
talking about seale of ceiling rates and how to change 
the scale of ceiling rates, and most of the submissions 
to the Commission in the rate area were speaking to thi 
end. By and large these submissions, as I read them, 
seemed to have one thought in mind, which was to shift 
part of the burden from the long haul shipper to the 


short haul shipper. In other words, you might say 
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what was being done was suggestions were being brought 
forward to change the rate of taper of the’ scales that 
are in force and particularly the maximum scales -- 
the class rate scales, Built into this -- and this 
was all built around a rather serious dislike for the 
horizontal increase which has been advocated, and I 
do not need to go into that in detail by any manner of 
means. As far as the C.N.R. is concerned, we do not 
like horizontal increases either, We do not believe 
it is the ideal way to increase freight rates, but 
together with all the other railways in Canada we have 
been working in an attempt through our competitive 
pricing schemes to shift the burden to try and assist 
and pick up money in areas we are not getting it from 
now so that this money can be applied to make changes 
in individual rates. One of the difficulties is that 
as far as I am concerned a mere change of the rate of 
taper cannot be accepted if at the same time you are 
going to say that the revenue requirements as we 
presently understand them of the railroads are to be 
met, 

A simple example is this: if you need 
$100 and you can get $55 from a long haul shipper 
and only $45 from the short haul, it can be said very 
quickly that we will get $10 more from the short haul 
and you just knock $10 off the long haul shipper. This 
is fine if you can get the money from the short haul 
shipper and, unfortunately, our experience right now 


is,as far as the gross revenue is concerned, this is 
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just not possible or practicable. I am not suggesting, 
however, that this means nothing can be done, Far from 
it. This is not counsel of despair at all. I feel we 
have to remember something I said earlier, which is 
pretty axiomatic, that your net is your revenue minus 
your expenses, and in our brief here we have made 
proposals both ways that would increase our revenues 
and decrease our expenses. 

I speak, for example, on the proposal on the 
Grows Nest rates, the discussions in the brief about our 
passenger business increasing its effectiveness as a 
competitive force and as a means of moving people, and 
more specifically we speak at rather some length on the 
competitive pricing scheme which I believe very 
definitely will improve our situation substantially over 
the years as we get further and further along with our 
plans, 

Talking about the expense side, the proposals 
we have made to cut down on our branch lines and on our 
passenger services where they are not economic, or ask 
that a subsidy should be paid for any that are necessary 
in the public interest, and we also go into the question 
of reducing the burden to operating through the Atlantic 
ports by being paid for anything over and above the 
amount which would seem to be economically indicated. 

I say when the time comes, if our ideas are accepted, 
this changes our revenue-expense equation very drastically, 
and the railways should become a very much healthier 


entity. At that time we in the C.N.R. would be delighte 
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to sit down and discuss with the people in interest 
before some tribunal, or the Board of TranSport 
Commissioners, which actually now has the power at 
least to set the maximum rates, to see just what the 
best method of reducing the burden on the long haul 
Shippers would be. 

Q. Do you consider that if there are going 
to be more general revenue cases that the horizontal 
percentage method is the best method of obtaining the 
additional revenue? 

A, If it is necessary to raise a substantial 
amount of money in the relatively near future before 
these other things I have been discussing have been 
able to take place, I do not see that we have any other 
course open -- and I might say reluctantly -- but to 
file for a general horizontal increase, The schemes 
of taper changes that have been mentioned here today -- 
and I am making no criticism of them at all because 
by our freight techniques and the time and understanding 
we have had since they came up, we do not feel we are 
in a position to critictze them or to really be a 
Significant help on the positive side. Perhaps not 
unnaturally we can see the difficulties very quickly, 
but I do not believe they should be cast out of hand 
just because we cannot see difficulties more quickly 
than we can see strengths, but with the advances in 
data processing and fact finding techniques that I have 
been describing, these type of proposals can be tested 


and should be tested, and I think we will be able to be 
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of great assistance at that time in helping towards 
reaching a solution which will be more acceptable to 
the people of Canada than the horizontal increase we 


have been following up until now. 


--- A short recess --- 
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THE CHAIRMAN: Order, please. 

MR, COOPER: Q. Mr, Hart, you referred a 
few moments ago to integrated data processing and the 
use that might be made of such processing in evaluating 
plans or proposals put forward as an alternative to 
uniform percentage increase method of applying a 
rate increase =-- a general rate increase. It would 
be of interest to the Commission if you would give 
them some further information on that point. 

A. One of our difficulties, at least the 
difficulties that we have found, is that we really 
have not got all the information necessary to test. 

I mean, we have thought of other means of attempting 
at any time we have had the necessity of increasing 
freight rates of trying to do it in different ways. 
Because of our lack of data it has been well -- such 
as, how individual commodities move, how they move by 
distance, and things of this sort -- that we really 
have not been able to run an adequate study on any 

of the other schemes of our own or of any be the 

ones proposed before the Commission here, 

Q. When you say the ones proposed before 
the Commission here, you are referring, among other 
proposals, to those put forward by Alberta? 

A, Alberta and Manitoba. I think largel 
from the western provinces, yes. The flow of data 
that we will get when our integrated data processing. 
programme is completed will give us a far better 


understanding of our own business. 
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Earlier, perhaps I was talking about getting 
an understanding of the market as a whole. I will 
now confine myself to a better understanding of our own 
business, so that we know just how the various com- 
modities move and then perhaps out of that get an 
understanding of why they move Lakwdeiecopethn ataene. . 
distance and do not move in another anea or at another 
distance, 

Q. How long do you think that process will 
take to develop to the point where you will have the 
statistical information necessary to enable you to make 
a comprehensive assessment of these alternative pro- 
posals? 

A. I think that within two years we will 
have the flow of data, the complete flow of data, 
that will be necessary, Mr. Cooper. It may be 
shorter than that and perhaps I will have to speak 
in general terms, because I am not as familiar as I 
perhaps should be on this, but we are installing and 
we have at the present moment a large electronic 
machine in Montreal of the 650 series, and we are 
moving forward now to the broadening of this. The 
650 was used sort of to train us in the use of IBMs. 

We did not buy the larger machines until we got 

some understanding of the technique as it was going to 
apply to our own Ree een but it is ingr plans now 
to put an IBM machine known as the 1401 in each region 
and also have a 7070, which I understand is the largest 


and the most modern of the machines, will start to be 


ra 
Weasel tods guistad 


Pot ae e i ehomw a 8 + tome nie | 
‘ Mey Ps . + ve vt 
won SAL 20901 e 


~itan sueLany otis wort saul, vod ow 


| a 
a, as toy ted? 20 ee equthroa med? tas. ovom est 


fh, 


OETA LS BOTH OIE oak ‘svont ¢2 tid} ueiw 20. roar 


<angons 36 to sans “‘contorts we event son aby bas eonades 


S. 


I 
: 
1 
| 
al | "7 
j ; S ei , eo ygmnantae | 
' ; - ‘ igs ‘ i i‘: ui a i 
" | | , oa 
| [ftw asooorg os87 Hains soli! ob gaol yor 4 aod. Sci 
| ag) . a 
add ower sansa Boy, ered } tahoe ant ot qoleveb of ee rR 
F bite 


oant ot NOY, etdand of YTHAEOOSA HOLT sorvo'nt lacitattsts 


[ org ayiisirmetie eaedt To tndnnabout ovtenocergnoe 


1 


a) ‘oy “ \ ' ey AS Gai Ay We 
| r{tw ow exaoy ows atediw veay wakes! D0 OR Se eye 

IL. be | | | 
j 5 * 


a stab to woll evatqmos ont (8I0B to wold ult ener 
A lad 


} : i" -4 F wy ' 
Cai vaae od Yau oF:  teqood it eres woos od thaw tends 


ah 


', , P i / Bhi 
deods of oved Lim oF neshreg | ons Daezit: saad) nod0rle ts 
a rae «catiior? 28 ton ne th Seueoed 4k Lad Leveneg oh 
we 

: F 


bos noliletent ste sow vee ~etadd 1.0 ed risk 
otnotteele saiel 2 theme ineneng edt ds evad ew 


| 
| 
i] 
aos iy NE a al ot i held 
a ce exe ou bee .ed¢tadse OF0 Sat 10) Leensnon 715: 


~iw wt pe SD & z 


if? .. .ated Yo gattebeqd edt of wor: ideas 3m 


o Sew 


_ CMa Yo eau oes ek ay agers od “To)erod. beau” 


tog) ow Eda ‘eontapam cour anit we ona 


rae ond at £ sents 14 


hoes ne 


ANGUS, STONEHOUSE i co. LTD. Hart, cp-ex 18546 
TORONTO, ONTARIO (Cooper ) 


installed in Montreal some time, I think, late next 
spring or est wes Summer is our plan, ‘‘ I think 
that takes something of the order of seven or eight 
months to actually do the mechanical and electrical 
work necessary to get the machine in operation, but 
all the programming and things of that et can be 
done at the same time, so that is why I grab at the 
figure of two years. 

Q. I move now to Chapter III, "Passenger 
Train Service," Would you outline for the benefit of 
the Commission, Mr. Hart, the views of the Canadian 
National as to the future of the passenger business? 

A. In the first place, I would like to 
emphasize and make it perfectly clear jist where 
Canadian National stands; that is, that weare in 
the passenger business to stay. Certainly it is 
as far into the future as we can see now. By this I 
mean that despite coupe tucdom of other modes of 
transportation, based on opinion and also on a lot 
of analyses that we have carried out as a result of 
this massive market survey that we carried out a 
year or so ago, it is our opinion that the Canadian 
people want and will continue to want and indeed will 
need and will continue to need rail passenger ser- 
VIC’, And we believe that we will be able to provide 
such a service at an attractive price. 

It needs to be understood when I say that 
that in continuing to compete in this area I do not 


indicate to the Commission at all that we intend to 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18547 


TORONTO, ONTARIO (Cooper) 
1 

2 _remain static in the kind of service we are operating. 

3} Should demand occur for new services, 

4 new types of services, we will certainly introduce 

5 new types of services, in any case where analysis 

6 indicates we can make money and do the thing at a 

7 profit. 

8 On the other side of the coin, it is just as 

9 obvious that we must abandon services that are clearly 
10 unprofitable, and in such a case we have in our brief 

11 asked the Commission to assist in setting a climate 

12 that would permit us to abandon such services and 

13 carry out such curtailment in services as are necessary. 


14 We also go on to say in our brief that should it be 


15 found by the Board of Transport Commissioners that in 
16 the public interest such a service is required and 

17 is uneconomical, that we should be paid a specifically 
18 stated subsidy applicable to that service itself. So, 
19 effectively, all we are asking is that if in this 

20 instance, if a passenger service is required in the 

21 public interest, that we be hired to run this service; 
22 that we be paid for the service we perform, 

23 Now, we certainly intend to compete as 

24 aggressively as we know how in the passenger travel 

25 | market. We mention in the brief the steps we have 

26 taken in conjunction with other railroads in Canada 

27 to be more aggressive ingr sales activities. I am 
28 referring to the various things outlined in some detail: 
29 the group package plans the go now-pay later plan, and 
30 


so forth. And right now our market research and 
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ANGUS, STONEHOUSE & CO. LTD. Hart Cr-e 
TORONTO, ONTARIO (cooper ; x 18548 
bw) 


passenger analyst group have in hand studies and variou 
other schemes that may make our business more attrac= 
tive; 

We certainly do not believe that the passenge 
train is doomed, by any manner of means. It may be 
that its form will have to change. We do feel, given 
the opportunity, we will be able to redesign our 
facilities, equipment and services to sort of reflect 
the demand of the travelling public, and if this is 
done against the background of getting out of the 
uneconomic services or being paid to operate them, we 
will eliminate our passenger deficit and still remain 
a leader in motive passenger travel in Canada. 

Certain it is that there are some forces 
of play that sometimes we tend to overlook. All 
one has to go is go out on the highways today and 
see the crowding aid the difficulty people have in 
driving from one place to the other, This is a very 
serious thing, and I believe it is one of the forces 
that is going to encourage people back to the passenge 
train. 

In certain points, of course, we can even, 


indeed, compete timewise from downtown to downtown 


25 | with the jet service. I think everyone here perhaps 
26 has used the jet service from Montreal to Ottawa. 

27 Well, we are giving a two-hour service from downtown 
28 Ottawa to downtown Montreal, which cannot be 

29 equalled, even as a matter of time, by the air. 


30 Q Does that indicate that your passenger 
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ANGUS, STONEHOUSE co. LTD. Yes 
dekente. OMI eee 18549 
(Cooper) 


services in the future will be operated in the area of 
intercity services? y 

A. I think this is so, that in the long 
range the market of the railway does lie in fast 
comfortable intercity service, and I might say that a 
good deal of the service that is being provided now 
on a transcontinental basis by Canadian National, if 
you break it down into segments you will see that 
basically what we are doing on transcontinental service 
is supplying first rate overnight service between 
major points of population, 

Then, speaking of population, this is another 
of the forces that are going to encourage us to think 
that the passenger market is an attractive one, Canada 
is growing, and it is continuing to grow, and with 
the population growth this gives us a bigger market 
and a bigger opportunity. 

So, I say the passenger train is not doomed 
by any manner of means. It is ab werne with the times, 
as any industry must do, and if we can eliminate the 
unprofitable and rearrange our inventory and the variou 
other things necessary to put our plant on a sound 
business basis, we certainly are not going out of 
business, out of the passenger business. Certainly 
what it means is, right at the moment, we in the 
Canadian National are regrouping our efforts to try 
to supply what the travelling public want. 

Q. Are commuter services now profitable, Mr. 


Hart? What is the situation with respect to that? 
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ANGUS, STONEHOUSE & CO. LTD. Hart, er-ex 185 50 
TORONTO, ONTARIO (Cooper ) 


A, The situation generally is that, and 
the latest figures I have seen, I would say we have 
narrowed rather considerably the out of pocket loss 
that we were experiencing, and it was indicated -- 
the last figures I saw -- that we were within something 
of the order of $250,000 or $300,000 of revenue 
balancing expense, | Now, that came about, of course, 
by means of a rather large elimination of commuter 
service and concentrating -- basically, we only have 


three commuter services; Montreal tunnel service; 


Toronto-Oakville service; and Montreal-Ste, Hilaire -- 


all three are high volume lines, This, of course, 
is the only area where commuter service has any chance 
at all to break even, 

Q. Onpage 15 you set out the figures for 
passenger train revenues and expenses for 1958. We 
aba’ have the figures for 1959. Those, of course, are 
figures only for Canadian lines, exclusive of commuter 
train operation, and you state that no allowance has 
been made in the above revenues for the value of 
free transportation service. 

What was the value of free transportation 
in 1959? Have you got that figure? 

A. I have not got that figure, Mr. Cooper, 
because -- well, I have not the figure, There are 
ways to arrive at such @ figure statistically, and I 
do not even know whether it is available, but we could 
work out a statistical figure and supply it, if it is 


required. 
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ANGUS, STONEHOUSE & CO. LTD. Hart r-e 
TORONTO, ONTARIO aeees ) * 185 pp 


Q. It might be of advantage to the Commissio 
if you could work out a figure, even if it must be an 
estimate. 

MR, McDONALD: Mr, Cooper, on the value of 
free transportation, no record is kept of the use of 
passes. A person might get on the train at Ottawa, 
might go to Vancouver; but if he gets off at North Bay, 
you wouldn't know. It is difficult, without any 
information to get any accurate record, but we did 
make a check on the transcontinental trains in 1958, 
and we have examined the work that the CPR has done, 
and theirs comes out to $6,700,000. If you took a 
figure of $9,000,000 for 1958 you would not be very 
far out for the Canadian National, 

MR, COOPER: Q. i think that information, 
Mr. McDonald, will be sufficient for the purposes ¢ 
the Commission, If they require anything further 
they could get in touch with yourself? | 

A. yes. | 

Q. On page 19, and this is a small point, 
but I just wish to refer to it. 

You mention that in some cases in addition 
to the substitution of the Budd rail liners, truck and 
bus services over the highways were inaugurated as 
well. 

What is the policy of the railway with respect 
to bus services? 

A. Well, sometimes in the past, Mr. Cooper, 


we have been in a position before the Board of 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18552 
TORONTO, ONTARIO 
(Cooper ) 


Transport Commissioners, if I remember this correctly, 
where they said that we could eliminate or indicated 
that we could eliminate certain passenger services 

if a bus service were provided, And in some instances 
we were able to interest private operators; in other 
instances we were not able to do so, 

In the cases where we were not able to 
interest the private carrier to take over and, by 
instituting a bus service there was going to be less 
loss to the Canadian National, we instituted our own, 

Now, we have some cases in which we were able 
to interest private carriers; other cases by which 
we, by means of contract, got a private operator in; 
and, certainly, we operated some ourselves, but always 
from the point of view it was cheaper for us to do 
this than to continue to operate the conventional or 


Budd type of passenger train service. 
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ANGUS, STONEHOUSE & co.tro. Hart, cr.ex,. 18553 
TORONTO, ONTARIO (Cooper ) 


Oi Well, they are put in as a substitute 
service only. 

A, Yes, and to enable us to really make 
the saving by getting the trains off and still making 
certain that there was a service, 

Q. In your recommendation in this respect 
on page 244 you suggest an amendment should be made to 
the Railway Act by sdGind section 315(A) and the first 
of this subsection of that proposed new section says: 

"Notwithstanding anything in this or any othe 

Act the company may, subject to this section, 

discontinue the operation of any passenger 

train service whenever the revenues from such 
service fail to meet the cost of operation," 

Would you not consider it wise that there 
should be some period of time put into the statute over 
which the railway must establish that the revenues 
failed to meet the cost of operation. 

A, By this I mean we should, when we come 
forward to the Board have to say that for the last year 
or last two years or something of that sort? 

Q. I am not suggesting perhaps that should 


be provided in the statute itself, whenever the revenue 


A, I ean see nothing wrong with that, I 
think that really would have to be so, as a matter of 
fact. 

Q. To have it right in the legislation? 


A, I can see nothing wrong with that, 
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ANGUS, STONEHOUSE a@co.tto. Hart, cr.exX. 18554 
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Q. What period would you suggest, one year 
or two years? , 

A, I would think two years might be 
reasonable. I must admit that I am speaking by way of 
eurbstone information. The two things -- I think 
perhaps two years might be necessary and it now strikes 
me that the difficulty of putting a thing like that in 
the legislation and the knowledge that there might be 
something wrong with it -- let me say the principle is 
sound but whether it should be in the legislation or not 
is another question. If you get something into the 
legislation you are held to that until such time as 
parliament deems it should change legislation. 

Q. T am only asking you to suggest to see 
whether you have any strong views on it, 

A. I think probably it might be better for 
the Board to be given the right by statute to indicate 
a time should be considered but it should be left to 
the Board to say the time depending on individual 
situations or depending on the very point of time 
that you happen to be in. 

MR, McDONALD: Excuse me for interrupting 
but at the present time the Board has its rules for 
the data it requires and it has worked very satisfactorily 
on all abandonment cases. 

MR, COOPER: Q. You are suggesting then, 

Mr. McDonald, that the rules of data presently in 
effect continue? 


MR. McDONALD: Yes. 
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TORONTO, ONTARIO (Cooper ) 
1 

Z MR. COOPER: Q. With respect to the period 

3 of time during which you must establish a deficit and 

4 any such matters as finding what cost of operation might 
5 mean and so on ---~ 

6 A, Yes. I think, as I say, the difficulty 

7 is you tend to get fairly restrictive if you are under 


8 legislation but if the power is given to the Board they 
9 can adjust depending on the varying conditions from 


10 time to time. 


11 Q. Has the railway considered at all with 
12 respect to this question of subsidy the provision of a 
13 subsidy from a source other than the National Treasury? 
14 You may get a small local passenger line that it has 

15 been determined should continue and I am just wondering 
16 why National Treasury should bear whatever deficit there 
17 may be in the operation of such a line when, perhaps, 
18 the problem is not national in nature but is merely one 
19 of local concern, 

20 A, Well, in this area I think there are 

21 two or three things that should be mentioned. The firs 
22 thing is, the practicalities of the situation have to 
23 be looked at. By that I mean under our legislation 

24 certainly it is that the power is granted that could 

25 | either tell us to stay on or not to stay on in spite of 
26 your proposing another practical method whereby you 

27 could do the same thing. Now, also, we have examined 
28 the subsidy position of the federal government in other 
29 matters with at least somewhat similar problems and 


30 we feel that this proposal is not at all inconsistent 
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with what the government has done and is presently 
doing in subsidizing transportation services of a local 
nature. I would refer you particularly to the local 
steamship services, in the first instance, I have a 
considerable list here that I perhaps might mention, 
The first is Baddeck and Iona -- this is for the 
Chairman -- is presently subsidized by the federal 
government. 

Q. It is in the national interest that 
that service be maintained. | 

A. It is beautiful country. There are a 
great many others such as Halifax, Canso and Guysborough, 
N.S.3; lTle+aux Grues and Montmagny, Quebec; Mulgrave 
and Canso, N.S.; and Riviere du Loup and St. Simeon, 
Quebec. This is right across the country from one 
end to the other and federal government is subsidizing 
through the Maritime Commission Local Service Act, 
This seems to me to be on ail fours with the 
proposition we are putting forward today. There are 
other things I could mention too, for instance, where 
the federal govermment because there is a general 
national problem is really helping in subsidizing in 
local areas, There is a national interest, for 
instance, that the people along the coast of 
Newfoundland have connection to the main line service 
of the railroad. So, I say, that the same thing does 
exist on branch lines over a passenger service which 
becomes, for its economic reasons, not a good business 


proposition. Unfortunately, the federal policy of the 
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federal government so far seems to be that they are 
not going to with their functions add subsidies, 

as I say, to ferry service and steamship service, 
which to my mind, are exactly eahavanne with our 
proposition. 

Q. You would not carry that into the 
commuter field, would you? 

A, Commuter is not really a means of 
necessity. I make that distinction. Commuter service 
is a matter of convenience, perhaps, of moving large 
numbers of people in a very restricted area which 
could be moved, perhaps, in another way, I think 
very definitely that this is not a matter of national 
interest. This becomes a matter of local interest and 
as this Commission may know we have discussed with 
both the people in Toronto and the people in Montreal 
to this end. If more commuter service is required, 
any new service required, we will be delighted to 
supply it as long as somebody pays us for the service 
or, in any other words, pays us for what we do not 
collect from the passengers, 

Q. Now, that is all I wanted to direct to > 
your attention and to ask you questions concerning 
passenger train service, I am just following the 
chart here, and the next subject with which you deal 
is the recommendations on page 67 and the use of 
Canadian ports for export traffic on page 77. What 
you have on page 67 carries out the recommendation 


which we have already discussed as put forward by 
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yourself with respect to passenger train service? 

A. That is right, sir. i 

Qe I do not think there is anything there 
on which the Board would require further information. 
And now, the matter of quantity rates is dealt with 
on page 68 and 69 and you state there: 

"Section 317(3) the Railway Act: 

'The tolls for carload quantities or longer 

distances, may be proportionately less than 

the tolls for less than carload quantities, 
or shorter distances ---'", 

And then you say: 

"As interpreted by the Board, tolls must be 

based upon a single carload quantity and it 

is not permissable to make rates based upon 

any other basis, such as, for example, a 

bulk quantity of 100,000 tons." 

Then, page 69, you give your recommendation 
for an amendment of section 317 of the Railway Act and 
section 32(6) of the Transportation Act. As I 
understand it, Mr. Hart, the object or one of the 
objects for providing another section 232(6) of the 
Transportation Act: 

" .. the carload rate for one car shall not 

exceed the carload rate for any greater numbe 

of cars," 

That is to protect the small shipper? 

A. T think it is probably the thought that 


is involved there. 
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Q. With your recommendation that 
protection to the small shipper would be lost, if in 
fact in practice he has any protection today? 

A, Well, what we feel at this instance, 
Mr. Cooper, is that the present time there is 
discrimination against the small shipper that is going 
on by other means of transportation and as a result 
we are not fully competitive across a full scale of 
our business. We are lacking one piece of merchandise 
to sell, so to speak, so at the present time if we 
are called upon to quote on 100,000 tons against the 
steamship he could make such a quotation that we 
cannot. We have to consider that whatever rate we 
put in must be applicable on one car as well as 1,000 
ears. | 

Q. But in practice would it not come down 
to a mathematical computation? 

A, Well, if you do that, and this can be 
done in certain types of movement, but, for instance, 
if you were moving scrap, say, from Montreal to 
Hamilton and you had a chance to quote on 100,000 
tons and you base your vate on the movement of the 
100,000 tons, you would still have to publish it as 
a oone carload rate and the man with one carload, say, 
10,000 pounds, or whatever the actual minimum per car 
may be, would be able to get the advantage of that 
same rate. This is the difficulty. Other people can 
quote on 100,000 tons and we cannot unless we are 


prepared to quote that same rate to the one car shippe 
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This means basically we are deterred from quoting 
against business that can be run and run'profitably 
and as a result we make money for it, by taking the 
analogy far enough, perhaps I am helping the smail 
shipper. 

Q. Of course, this is a field where you 
would be putting in agreed charges practically 
exclusively, would you not? 

Ay It would not have to be an agreed 
charge, no. You could quote this type of movement, 
it is a one shot movement, once to move 100,000 tons, 
there is no need to quote that as an agreed charge 
because you are getting all his business. It could 
go into an agreed charge, I am not suggesting that is 
not open to it and that is what we are asking to do 
it either way whichever fits the individual 
circumstances, 

@. On page 69 you deal with joint tariffs 
and interchange of freight for rail highway movement. 
Should this be extended, possibly to the movements by 
air as well as by highway? 

A, I think so. Perhaps we just had a 
little tunnel gaze when we read this, we were thinking 
of problems that we were presently meeting or thinking 
about. I would certainly think if a change is to be 
made in these sections it should deal with all common 
carriers or, indeed, any carrier which is going to he 
in one way or another moving goods might be done by 


way of a movement by one form of transportation and 4 
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secondary movement by another. Our thought was not 
to limit it but rather to broaden and I would think 
that should be done, 

THE CHAIRMAN: Even the pipelines? 

THE WITNESS: Even pipelines -- airlines and 
so forth, 

MR, COOPER: @Q. Suppose you had a rail 
highway movement made under such conditions as you 
suggested in your brief, how could you establish, if 
you had to establish, the fact that it was not an 
unjustly discriminatory rate against other movements? 
You have the highway element involved there so would 
it not be very difficult to justify the rate if you were 
attacked as being unjustly discriminatory? 

A, Is this as a matter of the difference 
in the constitutional position? 

Q. Mr. McDonald suggested if we had all 
competitive rates then in that case it would not arisel? 

A, I am not certain I agree with the 
latest question but I certainly do not understand 
the first one, 

Q. Well, let the first one go and swing 
to the second one, The other recommendations wien 
you make I think need no elaboration, Mr. Hart and 
I think they are clear in the brief and I do not 
intend to go into them at any length. I might just 
mention to you your recommendation on page 73 on 
the emendment to section 328(1). The effect of that 


type of recommendation would be, as I understand it, 
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that the present requirements of section 325(1) would 
apply only to non-competitive traffic? 

A, That is ehh pak 

Q. Your amendment to section 334 also 
mentioned on page 73, it would seem to me might enable 
the Board to ask for more information than they can at 
the present time ask for. I am wondering if that is 
the fact, if I am right in that if your recommendation 
would have the effect that you would want to achieve 
by it. 

A. Well, in the first place, I do not think 
that your proposal is correct, 

Q. It may not be, 

A, One of the difficulties at the present 
time -- I have not got a copy of section 328 in front 
of me --- 

MR, FRAWLEY: It is at page 71 of your 
brief. 

THE WITNESS: Then, one of our difficulties 
here is that any time that the Board has asked us for 
information on a competitive rate -- I must very 
quickly say that this has been relatively infrequently 
-- what they do is automatically they ask us all these 
questions given us, the information in section 334. 
Now, some of this information is not available, we 
have not some of this information available to us, 

The name of a common carrier or carriers and the rate 
over ook competiting carriers operate, in some 


instances, we just have not got such information nor, 
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can we without a good deal of trouble get this type 

of information, By and latce, in some instances it 

is not important information. Really what we are 
asking is here that we are not, if it is necessary 

to permit the Board to investigate these things, give 
them broad powers which they will use probably to 

ask one question or something of that sort rather than 
asking for them all. Basically what our attraction 
here is that it is an inhibiting force on our 
competitive rate making because our people think these 
things all the time. It may not be serious but it is 
serious to the individual man who starts to have to 
wonder what is the name of another case if I am asked 
for it. We feel that Board given perhaps even a broader 
power will use it less restrictively or less broadly 
when in an individual case Sdme to ask us for the 


information. 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 1856 


TORONTO, ONTARIO 


(Cooper ) 
1 
2 
Q- What costing work do you do before 
3 ‘ 
you publish a competitive rate, Mr. Hart, so that you 
& 
will be in a position later to establish that the 
5 
rates are compensatory? 
6 
A. Well, in the first place, we have a 
7 : 
good deal of information within our own traffic 
8 
; group of experience -- and this to some degree is the 
9 
seat of the pants, although there is some basic 
10 
information available really which rings the danger 
11 
bell if the rate is getting to the point where it 
12 
should be costed individually. If these danger bells 
13 
are rung each movement in this area becomes costed 
14 
individually. 
15 
Q. I see; and they are bench marks in the 
16 
Canadian Pacific and danger bells in the Canadian 
17 
National? 
18 
A. That is right. 
19 
Q. But your practice is much the same? 
20 
A. I don't think there is the slightest 
“A 
difference between the situation as described by 
22 
Mr. Roberts, I think it was, and what we do. It is 
23 
just exactly the same policy. 
24 } 
Q. That is all I have on your part of 
25 
! the submission, thank you, Mr. Hart. 
26 
27 CROSS-EXAMINATION BY MR. BLAIR: 
28 MR, BLAIR: Mr. Chairman, I am appearing 
29 this morning on behalf of Mr, Brazier who cannot be 


30 here this week. The questions I propose to ask are 
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asked on behalf of the Government of the Province of 
British Columbia. The first thing I would like to 
say is that it is a pleasant duty to be able to 
compliment the Canadian National Railways on its 


refined and constructive presentation to the Commission, 


There is very much in this submission with which the 


Province of British Columbia agrees, and my cross- 


examination is going to be directed mainly to drawing 
out certain points which Mr. Hart has made in his 
statement and in his replies to Mr. Cooper. 

Q. Mr. Hart, I would like to first direct 
your attention to page 3 of your evidence? 

A. Yes, x have it. 

Q And particularly to the first para- 
graph, the second full sentence where you say, "These 


facts point to the need for further changes in pricing 


policy in order to attract a greater volume of freight 


traffic to the rails’. .°.", and so on. Throughout 

the presentation there is a reference to the necessity 
for a change in pricing policy: what, in your opinion, 
are the inadequacies of the present pricing policy? 

A. I would say that in general there are 
no inadequacies as far as looking at the things which 
are being done today are concerned. I say that the 
inadequacies, if such there are, arise from the fact 
that we have not been able as yet to fully implement 
some of the things described in our brief or, I might 
almost say, to make little more than a -- well, a good 


start towards the end we believe we have to reach, 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18566 


TORONTO, ONTARIO (Blair) 
1 

2 Q. But, you have referred to making a start? 
3 A. Yes. 

4 Q. You are departing from some type of 

5 traditional pricing policies? 

6 A. Yes, we are; the incentive rates are 


7 what I am referring to largely here when I say the 


8 changes are being made, yes. You can say, voluntary 
9 cuts. 

10 Q. If you were asked to describe the kind 
11 of policy you are departing from, it is the original 
12 value of service policy of pricing? 

13 A, Yes, if by that you are only thinking 
14 of value of service, yes; but, still, as I explained 
15 to Mr. Cooper, there must always be a portion of the 
16 value of service built into your rate structure 

17 varying in the type of rate you are making, but this 
18 is the area where you are building up what you get in 
19 your variable cost plus, that people have been 

20 talked about. That "plus" is the area of value of 

21 service or variation, if you want to use the term 

22 in a lot of these rates we publish. 

23 Q. So, you are trying to get away from 
24 undue emphasis on value of service? 

yA A. Yes, I would say there is no undue 

26 emphasis on value d service on the Canadian railways 
27 today. 

28 Q- In the second paragraph of this page 
29 there is a reference to the fact that other major 


30 railways in North Amerim face the same general problems 
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TORONTO, ONTARIO 
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This is a reference to American as well as Canadian 
railways? 

A. yes. 

Q. And I take it it is the judgment of your- 
self and your company that by and large the situation 
which these railways face is the same, be they in 
Canada or the United States? 

A. I think yes, in broad principle. There 
are many individual differences, Mr, Blair, but in 
broad principle there is having moved over a certain 
number of years from basically a monopoly industry 
into an extremely highly competitive one. 

Q. When in a publication such as "Railway 
Age", May 30th, 1960, in an editorial one reads, 

"There is no longer any point in classifying commodities 
in relation to their market value", this is a common 
generalization which applies to both American and 
Canadian railways? 

A. It is not a common generalization that 
I would accept. 

Q. You would have some qualifications? 

A. Definitely. If what is meant there 
is that there is no longer any need for the Classifi- 
cation, I don't think this is so, 

Q. "Classifying commodities in relation 
to their market value"? 

A. Because this is value of service again, 
and I am afraid I can't agree to the position that 


value of service will ever totally disappear from our 
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rate structure, and there certainly is a necessity for 
value of service in varying degrees depending on what 
area you are talking about. 

Qs By "value of service" do you mean that 
your pricing is related to the value that the commodity 
has on the market? 

A. The value that the commodity has on the 
market because this gives you some indication, at least, 
of the amount of transportation charge that it can 
accept in its movement. 

Q. This becomes part of, and perhaps a 
smaller part of, the pricing technique of the future? 

A. Yes, I believe it is of declining 
Dea cet aa a but within the foreseeable future will never 
disappear. It will always be a necessity, I think, 
not only on rail pricing but on any type of pricing. 

Q. Mr. Hart, I turn next to page 5: in 
the opening sentence you refer to the fact that the 
railway rate structure is presently in a state of ed 
transition from its original rigidity to a more 
flexible state. What would you say is the reason 
for the original rigidity of the rate structure? 

A. You had a non-competitive industry; 
you had a monopoly industry in which really you could 
set up a rigid rate structure and it fitted very well; 
it was a first-rate method of railway pricing in the 
days of monopoly. What has changed that, of course, 
from that part of my answer is very obvious -- it is 


the competition, whether we liked it or not, that has 
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ANGUS, STONEHOUSE & CO. LTD. Hart, er-ex 18569 
TORONTO, ONTARIO (Blair ) 


forced us from a rigid freight definitely defined 
elassification and class rate system to implementing 
many different types of commodity and competitive 
rates to meet varying conditions. 

Q. So that of the three factors which you 
mentioned later in that sentence, carrier competition, 
commodity market conditions, and government action, it 
is carrier competition which has been the chief 
influence in forcing you from the old rate structure? 

A. It is always pretty hard for anybody 


! 


in my position to sort of delineate, "one, two, three", 

I would say they are all important factors, and cer- 
tainly by my answer I am not trying to say carrier 
competition is not an extremely important one, But 
really, I suppose, I can say I haven't studied them 

from the point of view of which was the most important, 
but certainly any one of them can be considered as a 

most important force on the danging of our rate structur ° 

Qo What type Of government action do you 
have reference to? 

A. I was thinking there of a change in 
the Maritime Freight Rates Act, the two rollbacks -- 

I don't know whether there were any others. 

THE CHAIRMAN: Building highways? 

THE WITNESS: Bridge subsidies, building 
highways, and building canals, and things of this sort. 
Of course, we are asking for a little less rigidity 
in another area; in the Crow's Nest area, 


THE CHAIRMAN: We have heard that. 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-@x 18570 
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MR, SINCLAIR: All we want is that you don't 
forget it, Mr.Chairman, 

MR. BLAIR: Q. Mr. Hart, may I turn next 
to page 7 and to the bottom paragraph on page 7, the 
second sentence, where you refer to traffic loss 
due to a continuing though declining emphasis on the 
value of service, Just why and how was that traffic 
lost? 

A. Traffic is lost basically only by two 
ways: one, by your competitor having a lower price <- 
or, better service, or some combination of those two, 

Q. And what you really are saying is that 
the railway rates remain unduly rigid and high in the 
face of a competitive situation? 

A. They remain that way, yes, and really 
what we are saying now is that we are taking positive 
and we hope reasonably quick action to take those 
portions that are left of this type of rate making, 
put in the competitive area, and putting them into a 
really true competitive shape. 

Q. Just viewing the railway rate structure 
in the round: would you say it has worked and that it. 
is now working well? 

A. It has worked? 

Q. That it has worked well? 

A. Yes, I think it worked extremely well. 
I think we can say at one time the rate structure 
worked extremely well because really there were no 


competitive influences on it, 
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ANGUS, STONEHOUSE & CO. LTD. Hart, er-ex 18571 
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Q. This was when the monopoly condition 
existed? . 

A. I would say at any given point in time 
there are changes coming from the railways and their 
competition seesawing in this competitive battle, so 
that. at any given point in time we may be a little 
ahead or a little behind our competition, At the 
moment all I can say is, perhaps, that I don't like 
as far as we, the C.N.R., are concerned to see the 
loss of a percentage of the market. To me this is 
an extreme danger signal. This is why we are urging 
ourselves on at the greatest rate possible into the 
fully -=- using an all-out approachm a competitive 
pricing technique which we have described which, a 
I said earlier, is nothing new. It is emphasis 
rather than principle that we are talking about. 

Q. Your view appears to be that you cannot 
complacently continue to apply old techniques of 
pricing? 

A, No, far from it, We don't want to get 
this idea across at all that we will complacently 
accept any technique, old or new, but I don't think 
we should necessarily say because something is d1d 
that it is ipso facto wrong. 

Q. But what you do appear to be saying is 
that through undue emphasis on or attachment to an 
older technique of pricing that you lost the traffic? 

A, In this instance in the competitive 


field I think perhaps we have lost traffic for not 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18572 
TORONTO, ONTARIO (Blair) 


being quite as aggressive as we should have been in the 
competitive area, I think those have changed over 

the last several years so that the railways are much 
more aggressive in this competitive field, and we 


must continue to be because it is a4 rough league, 


---Luncheon adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. Hart, er-ex 18573 
TORONTO, ONTARIO (Blair ) 


---On resuming at 2.00 p.m. 


THE CHAIRMAN: Order, please. | Mr .Blair? 

MR, BLAIR : Q. | Mr. Hart, turning now to 
page 8 of your evidence, in the last two paragraphs 
as on the whole of the page you refer to the loss of 
traffic to other media of transportation, particularly 
highways and pipe lines and it would be safe to say 
that you regard those as ---? 

A. Yes, there is one other form of com- 
petition that I may not have mentioned, and that is 
just a little more subtle one =-- the question of plant 
relocation which works against our transportation busi- 
ness, too. 

Q. This is the centralization of industry 
which is obviously occurring? 

A. Yes, yes. 

THE CHAIRMAN: What about the St. Lawrence 
Seaway? 

THE WITNESS: yes, very much so, sir. Any 
highways, seaways, canals, anything of this sort are 
not helpful to the rail t ransportation business. 

MR. BLAIR: Q. So that all of these things 
attack the available traffic which the railways can 
get? 

A. yes. 

Q. I suppose it would be correct to say 
that these new media not only take new traffic but they 


take traffic whidh railways had carried heretofore? 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-€x 18574 
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A. That is correct. 

Q. So that the amount of traffic they 
take represents a withdrawal, as it were, of the 
traffic previously carried by the railway? 

A. In the total state of our present 
knowledge, yes, very definitely they have taken busines 
that we formerly handled, In the total growth of 
the industry, I must just say that we are not certain 
at what balance we have reached, but basically they 
have taken business that we formerly handled, and 
the growth of Canada has given us new business. 

There has been an upward or maintaining of, perhaps, 
say, gross ton miles; but, nevertheless, a falling 

in the percentage of market because of pipe line, 
canal, highways and all the other media of mass trans- 
portation that have been developed, 

Q. You have maintained your position in 
the aggregate, but relatively speaking you have fallen 
--= ? 

A. Oh, relatively speaking, according to 
DBS figures we have fallen as shown on page 8 of our 
brief: 

Q. On page 8, the second last paragraph, 
there are figures given that show that between 1948 
and 1958 -what might be called competitive rates have 
tripled to cover three times the traffic in 1958 
that they did in 1949? 

AY A minor correction -- yes, 1949. That 


is right. Twelve and one-half per cent to 37 per cent, 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 


TORONTO, ONTARIO (Blair ) 18575 


Q. Have you any figures for the year 1959? 

A. Yes, I think it is 42 or 42} per cent, 
it is growing, yes. 

Qo. Between 1958, when the figure was 
37 per cent, and 1959, 423 per cent? 

A, Forty-two or 424 per cent. I have 
forgotten exactly, but it is of that order. 

Q. This is an increase of one-seventh in one 
year? 

A, Five per cent of --- 

Q. Fifteen per cent? 

A. Iwill say for certain that I know it 
has grown from 37 to over 42, The arithmeti¢ will 
have to speak for itself. 

Q. And you rather indicate that this 
momentum or this scale of growth of the competitive 

sector is continuing in this current year? 

A. Yes, and you have to remember that this 
is an echoing of two things: of competition, of course, 
and also an echoing of our movement towards incentive 
rates and things of that sort approaching more aggressive- 
ly, I hope, as we have done for several years in the 
past. 

Qo In other words, what youare saying is 
that your company is now trying to move ahead of this 
damaging trend rather than fall in its wake? 

A. Well, the railroads are, yes. 

Qo yes. 


Turning to page 9 in the top paragraph you 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18576 
TORONTO, ONTARIO (Blair ) 


indicate that the competitive situation is going to 
continue, if not increase Swenivédstty in the next 
few years? 

A, What we are trying to say there is that 
the full complex of the distribution industry, taking 
everything into account, is going to sort of call for 
us to be, well, to meet constant and growing com- 
petition, be it in the area of building new highways, 
new canals, or whatever, and also these other matters 
of shippers! own desires and moves to counter distri- 
bution costs by changing patterns of packaging and 
so forth. 

Q. Mr. Hart, if im the year 1959 something 
like 424 per cent of your traffic is governed by 
these competitive rates, what would you predict the 
dimensions would be, say, five years from now? 

A. I don't know. It is growing. It is 
growing, yes. There is no question about it. But, 
to put a figure on it, I would just have to say I do 
not know. 

Qo Your company has not projected its 
thinking that far? 

A. We fave not projected our thinking 
into trying to calculate a percentage of what our 
competitive rates are going to be five years hence, 
Certain it is, as I mentimed earlier, that we are 
doing a good deal of work in this area. I do not 
think this is, perhaps, necessarily a good indicator 


of force of competition or anything of bet It 
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may be a good indicator of the activities the railroads 
are carrying out to meet competition. . 

Another of the difficulties, of course, is 
the question of the residual amount: what will be left 
with the growth of the northland and things of this 
sort, that may be growing as quickly as we are growing 
in the competitive area, So this is what I mean, 
to strike a percentage of overall is not a particularly 
good indicator. 

Q. And you are just not in a position to 
make that kind of a relation? 

Sy. “No, I am not. L would be afraid to. 

Q. If I could ask you to look more or less 
collectively at pages 9 and 10, that part of your 
presentation entitled "The pricing policy for the 
future", 

The first question I would like to ask is 
perhaps for you to say again, if you don't mind, what 
is this competitive pricing technique? 

A. Well, basically the competitive pricing 
technique is technique whereby we study our whole 
pattern of carryings in an area, and we study it 
against one, the amount of traffic that we are 
carrying; two, against the amount of traffic that 
we calculate is moving within that area; and three, 
against the cost pattern of the railroads; and, four, 
against the cost pattern of the competitive form of 
transportation, whatever it might be, 


Then, having established those patterns we 
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then attempt to set our rates in such a way that we 


willattract a greater amount of traffic to:.the rail- 
roads by adjusting, and I mean adjusting downward, 

our rates so that we will attract a greater amount 

of trarfric., And, in addition -- not in addition, but a 
a torelity; or a thing that follows automatically 2 

a greater net for the railway. | 

That is one,. The other side of it is a study 
of the transportation characteristics of the railroad 
and the competing form of transportation so that we 
have the incentive rates whereby if the shipper loads 
heavier amounts his rates go down, 

In other words, there is a sharing between 
the shipper and the railroads to encourage the shipper 
to ship larger amounts, which works to our very 
efficiency so we gather more out of the net position 
' again. 

Q. The impression I have is that the new 
technique is based upon extensive research, the 
collectionof all kinds of statistics and data with 
no hesitancy on the part of the railway to undertake 
detailed investigation? 

A. No. No hesitancy at all. But, like 
everything elee, there are a certain number of bodies 
available to do certain jobs, amd we are growing with 
these things and we are learning things as we go 
along. But I suppose, to answer your question, cer- 
tainly no hesitancy to undertake any detailed 


research work that will work to the advantage of the 
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railroad. 

Q. would it be fair to say that a very 
important part of this new technique is cost orienta- 
tion directed to the movement of particular commo= 
dities? 

A. Costs are very important, yes, Mr. Blair. 

Q. And it is not, apparently, your view 
that this is too complex a task to be unworkable? 

Ar It is tremendously complex and 
tremendously time consuming, but we believe that it 
has to be done, 

“I might say, for instance, within our own 
costing group =-- and this is only the headquarters 
costing group, because we have small regional groups 
-- for instance, we have carried out 500 cost projects. 
This may mean a project may have two or three hundred 
different costing jobs written into it. So, it is a 
tremendously big job, but one that we are moving into 
and facing up to, 

Q And, obviously, one that you are not 
shirking just because it may be difficult to perform? 

A. No, we are not. 

THE CHAIRMAN: And you say you must get 
cost plus? 

THE WITNESS: Very much so, 

THE CHAIRMAN: And plus the variable? 

THE WITNESS : Cost, being in the variable 
cost, plus, and what we get plus is a negotiated 


figure, or is worked by some other reason; the cost 
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of your competition and all these other factors we 
have discussed. ; ris 

THE CHAIRMAN: It cannot be fixed? 

THE WITNESS: No, sir, it cannot be fixed. 

MR, BLAIR: Q. One thing I gathered as 
I listened to you say to Mr. Cooper -= and I think you 
just repeated it now -- that this has enabled the 
railway to get a better understanding of its own 
business; of the economics of transportation itself? 

A. A more detailed knowledge. We were 
short in some detailed facts that are necessary in 
this type of a climate and these are the sort of 
things that we are moving towards now. 

Q. Turning to page 11, without wishing 
to be unduly repetitious, in the second paragraph, the 
last sentence, this occurs: 

"It is equally important that the utmost 

flexibility be retained to allow the 

railway to adapt to individual circum- 

stances," 

Now, am I correct in thinking that this flexibility 
will come about because of the greater knowledge 
which you will have as a result of your statistical 
and other studies? 

A. Well, this is why we need the flexibility 
because we are going to have the knowledge. But, even 
without the knowledge, flexibility 1s terribly impor- 
tant so that you can meet the competitive situation 


quickly. 
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One of our difficulties has been that 
because of certain regulatory matters that: are 
Rabatedgeraé us, we have not been able to meet eom- 
petition as quickly as we feel it is necessary in a 
highly competitive business -- when it was not as 
necessary, when it tended more towards monopoly. 

Qo The lack of flexibility, then, has 
arisen not. only because of the rate structure, and 
perhaps what one might call without offence the 
seanivienat way of making rates, but also because of 
the regulatory environment? 

“A. dust where sie grey areas -- they are 
all wrapped up into one package, and they both have 
had -- for instance, talk about rigidity of the rate 

system or rate pattern of the past. Some parts of 
that, of course, are indicated and required as a 
result of regulation, So that is why I say that 
these things intertwine one to the other. 

Q . So that some of your recommendations 
for detailed changes in the law arise from your 
desire to attain greater flexibility? 

A. Greater flexibility and greater 
freedom to meet tas competitive situation as quickly 
as we think is necessary. 

Q. Am I correct in thinking that you have 
found some inflexibility imposed upon you because 
of the necessity of justifying competitive rates in 
a earvicthet pattern? 


A, Well, this is what we found very 
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definitely, although, once again, I must say something 
I said this morning, that at the present time the 
Board itself has required relatively few investigations 
from us of competitive rates, but every time that we 
have one of these things -- this is in the minds of 
the people that are making the rates -- what I would 
like to do is to think we would get into the position 
with the adequate safeguards of a business industry: 
to know we would be just as quick and aggressive and 
smart in reacting to competition as our competitors 
perl chaee their regulatory climate. 

Q. Are you suggesting that every time 
a competitive situation arises, even though you do 
not have to come to the Board to get approval, 
in the back of your minds you are thinking of all the 
details required? 

A. Yea, very much SO. It has an 
inhibiting effect. 

Q. Looking at the very bottom of page ll, 
you give three items of regulation. I am a little 
puzzled at the last one which says the rates should 
not be lower than necessary to meet competition, 

What do you mean by that? 

A. What I mean -- in the first place, as 
I said, I designed it in my statement a little earlier, 
on what an have in a transportation industry, but 
basically we do not think we need anything in this 
area. That is based from the point of view that if 


you are not maximizing your net on a given rate it 
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throws the burden on other rates, so that if the rate 
is ome cent or five vee ues low here it must be 
picked up somewhere else, so the statement means that 
the rate should hit at the proper level to meet 
competition, maximizing the net out of that specific 
rate so it is not transferring a reee 

Q. I have two separate questions arising 
out of that. Do you not thiniethat this kind of 
test is going to impose an equal burden or an equal 
shadow of doubt poe operations in the future? 
What is a rate that is lower than necessary to meet 
competition? 

A. We have worked under this type of 
regulation, and you will find, if I remember correctly, 
in both the Railway Act -- I am not certaind the 


Railway Act, but certainly in the old Transport Act, 


-and it is still one of the tests on complaints that 


is assessed under the Transport Act, and it has never 
proven any burden to us, even in the days when we 

had to specifically debate a great many of our agreed 
charges. A rate that is not lower than necessary 

to meet competition, after all, has to be to a large 
degree in the judgment of your trade negotiators, and 
under the regulation system that we have now, anyhow, 
the people in the Board of Transport Commissioners 
who are in the traffic branch, too, are skilled 

in this and have a feeling for this sort of thing. 
All I can say is this: that has not caused us any 


great hardship. 
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Q. The other question I have to ask is 
why don't you leave it to the play of the market? 
If you don't put a floor underneath these rates, is 
it possible that you will fix them at a level which 
will truly maximize traffic on a particular com- 
modity? 
A. We believe we will do it under that. 
If you are suggesting to me that whether the C.N.R. 
itself needs that,1I say no, because this is what we 
are doing now, we believe: we are maximizing our net 
so our rates are not lower than necessary to meet 
the competition, | 
Q. Am I correct in thinking that this item ¢ 
really is.a bow im the directim of the present 
System of regulation? 
A. Well, as I said earlier under cross- 
examination by Mr, Cooper, that we are sort of 
approaching this thing in perhaps three bounds, and 
this is one of the bounds, that if it is necessary 
to have some regulation, this is the most regulation 


that we can expect in a highly competitive field. 
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Qs Turning to page 12 there is in this 
third line, you refer to the inherent advantages of 
rail transport, What do you mean or what do you 
include in the "inherent advantages of rail transport"? 

A, Well, the basic inherent advantage is 
its cost structure which nobody has found a better way 
to defeat friction by a wheel against a steel rail so 
we can move quantity goods at a cheaper rate. What we 
are suggesting is it should be left to the railroads 
to reflect its inherent advantage. Other forms of 
transportation have other inherent advantages but this 
is our basic one. 

Qe I suppose this advantage exists in 
different degrees, for instance, long haul traffic? 

A, Yes and no. We have the ability to 
move large amounts of goods in long hauls but that doe 
not mean that competition does not hit you in the long 
haul. The inherent ae of trucks perhaps could 
be said to be, or one of them, in any event, is their 
pasic flexibility of service, Our trains from Toronto 
to Edmonton cannot leave every fifteen minutes but you 
ean get a truck that will pull out every fifteen 
minutes. That is why I suggest that there must always 
be a balance, an equalization, perhaps, whereby you 
have the advantages of transportation and then of 
costs of the railroads and subtract from that the 
competitor and then out of the other end comes the 
basic fact of what is the best move. 


Q. But, basically, the advantage you would 
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expect is on the long hauls and also on main line 
traffic? 

A. Yes, I would say basically that is so as— 
a generalization. 

Q. And is it envisaged that in the future 
you are fully engaged in the practices of competitive 
pricing with the advantages which are fénstent, sue 
in long hauls and in main line traffic would be arranged 
with the shippers? 

A, It is being done now to some degree and 
will continue to be done and being accentuated as we 
move along. Yes. 

Q. I do not want to take up your time talkin 
about the definition of captive traffic but I take it 
from your answers to Mr, Cooper that the last two lines 
in the first paragraph on page 12: 

"To the advantage of shippers who have no 

practical alternative to rail transport." 

That this is in effect your definition of what 
is called captive traffic? 

A, Yes, or functional monopoly. 

Q. Or functional monopoly. Now, in the 
next paragraph you refer to the well known yardstick 
used to measure justness and reasonableness and I gather 
from the context of this that this concept of justness 
and reasonableness will apply primarily to the 
determination of the rates on captive traffic? 

AS That is right. 


Q. Now that are these criteria of justice and 


- a . ¥ y i : uf *. wie VES cha Naa ' . mi r 
omtlt aise {fo outs 5 bik aun ak on 


i ' : { ‘ 
it ik cog 


7 


— 


: at f : yn yan rv 
es o8 Bf dadt ‘ertsose aad wie bib Y eee sa” 
a Wo 


. ca | oe Vee 
exudut end at Jedd bee rye. ak ee" ‘aA ey. 
: evitidegnos To w9o! goa ond nt began 9 list ots | 


vse ,thereret ow sto nite ‘gone insvbe eid Ae Ew gators ~ 


¢ uw + 4 
bende Te ad Bitow oEet aad eati aiten ak bas eLiiedt sot an 


: au | i ee pointe oats “st” | 


y , : vit 


bas sergeh amon sl wort enob gated at wr. a TOG 


is 
> 
-—_" 
4a 
ed 
“3 
Pe | 
“ 
so 
ao) 
7] 


sutnsooa gited bas! Sab ed of eutttvaos ohtw 


oor “beets ‘svom 


atilet wld twoy ge entkt of toew Yor 66 I - 1p Ops 


7 | t? spies? I tad offtest eviiigen to Hold tntteb eat tuods 
| genil ows deal sid dedi TAqGood | « Ti oF aTaM Ens ce 
erie “4 :Si snag co figqerR,e Teg tat? odd at 
on eved orw otegcide Zo ore ren ond one: 
; etoqansis Lie 6% avid sored is fsoktosne pia 


tevw to aotdinttsb story 7 serie: ak’ et aid RAE 
; 


ry ‘ . vioqonom [gnolismss %6 aay oA 


' odd ot grok  yloqemom Lameivomsi a) ap 


; apts ah tev rrmo ert ) oe eid Ri 369% BOY AgGsTtgsts 
A ise I bas seonslésmoeset bas saeqntent sinasen ¢ 


ty aaendaut to tqeodoo eld aiid id ach) 


eid ot yiliseatiag wage tile evonetdi 
ay ty 
courte evitggo. 0 a ene 


a 
“his pore 


soften i ehaedi r¢ oe s ye i vice 8 
its gs Rev ' ae 


ANGUS, STONEHOUSE @co.tTo. Hart, CYr,eX, 18587 
TORONTO, ONTARIO (Blair ) 


reasonableness? 

A, Well, first is the question of relating 
it into the rate structure, to make certain it fits in 
its own pattern. Secondly is to move the traffic and, 
thirdly, looking at it as just and reasonable from 
individual shipper and railroad, it is making its 
maximum contribution to the railway coffers. 

Q. In your context you mention the permissive 
level of earnings of the Canadian Pacific which really 
gets built into it the concept of just and reasonable? 

A, Only from the viewpoint of the railway 
industry as a whole because it could be said that if the 
Canadian National was the yardstick with our present 
plans and present disabilities that the permissive level 
or level of rates based on the permissive level for the 
Canadian National Railwayscould be higher. On the other 
hand, the permissive level in just and reasonable rates 
does not come into play unless for some strange, 
accidental reason, some rate is published above that 
class rate scheme which I believe is impossible. 

oe When you use the words "just and 
reasonable" then you are talking mainly of their effect 
on railway management and finance rather than their 
relationship to cost? 

A, Oh no, I am not. I am sorry, I obviously 
did not get my point across. I say that the yardstock 
company in its requirements sets a ceiling set of rates 
and I would say it would be impossible, in my under- 


stending, that that would play any part in just and 
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reasonable rates and that any rate would be above that 
and brought below that because we have exceeded the 
ceiling rate, This is the only time it would apply in 
part in a rate reduction but under that ceiling the 
question of just and reasonableness fluctuates by the 
tests I mentioned a moment ago, 

Q. These tests are an internal hearing on 
rates? 

A, The ability to move and its making a 
contribution, Seen are the major ones that hit me now, 

Q. But in the essence it is not related 
SO sg as to cost as to the other factors? 

A, As to the value of service and ability to 
pay. 

e. And so far as permissive level of 
earnings although you would not agree this is the 
determinant of justness and reasonableness within the 
ceiling? 

A, It sets the ceiling beyond whieh -- it 
sets a ceiling, a class rate beyond which you cannot 
ZO~ 

Q. And when you talk about captive traffic, 
to use that word, you really are most concerned about 
eeilings at this stage so that the captive traffic is 
likely to find its rates geared to the permissive level? 

A, Perhaps I have given the wrong impression 
Some eaptive traffic is not high rated traffic. Captive 
traffic when you consider it in the order of functional 
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to be your low value traffic with your iron ore and 
things of that sort which require to be hehd down by 
this force of value of service. Value of service does 
not only put your rates on the high side, sometimes it 
is on the low side and many times it works on the low 
side. 

Q. There is one point which I have mentioned 
before in cross-examination of another witness having 
to do with the justness and reasonableness of rates, 
Just as an original question, is it just and reasonable 
that it should cost three times as much to transport 
grain to the city of Vancouver from the Prairies for 
domestic use as it does to take it there when it is for 
export? 

A. I think the answer to that always is that 
conditions are not similar, 

Q. But surely this indicates, does it not, 
that justness and reasonableness must be viewed, to 
some considerable degree, in relation to cost? 

A. And within the regulatory framework in 
which you happen to be working because I have, as you 
well know, and, it is not the railway's desire to keep 
the rates to Vancouver on export down to their present 
level, 

Qe. I think that you probably have had an 
opportunity to consider the submission which has been 
made to the Royal Commission by the province of British 
Columbia and I wondered whether you are in a position 


now to comment upon this submission and particularly the 
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cost of service principle which it has advocated? 

A, Well, as I said earlier on,,.I could 
comment on this but I think my comment will be based on 
a reasonably superficial examination and I would prefer 
-- I am not certain I would be of any great help to 
the Commission. We find difficulties in this but we 
still could only say that our understanding of the 
figures arises from looking at the thing and not being 
able to truly. --- this we cannot do, we have carried 
out by means of accurate information on our traffic 
movement we have carried out any sort of actual or 
intensive examination of this scheme so it would only 
be against that background that I could comment, 

Q. I take it from what you have just said 
and what you said this morning that it is your intention 
to use your statistical data? 

A, Very much so, 

Qs To test it? 

A. Very much so, 

Qe Is it not fair to say that there is some 
common ground between the proposal you have made and the 
proposal made by the government of British Columbia -- 
considerable .common ground? 

A, That covers a fairly wide field. 

Q. Perhaps it is unfair to put the question 
to you in that way, at least as one who comes here only 
occasionally. I would say that there is common ground 
that the floor should be variable cost? 


A, Yes. 
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Q. And is it not also true to say that 
where there is a competitive situation that your 
submission, along with that of the province of British 
Columbia, envisages that the contribution above variable 
costs will be determined by the conditions of the 
market? 

A, That is right, yes. 

Q. Well then, does this not mean then that 
the only area of disagreement, fundamentally, is what 
happens to traffic which is non-competitive or, in a 
sense --- 

A, The only thing -- I think that is in 
general right, that we are not certain that the idea 
as proposed of maximum rate schedules for captive 
traffic, we are not certain that this will do the two 
things that I consider are necessary that you are 
trying to bring about by your proposal. One is, as I 
understand it, to maintain the revenue requirements of 
the railroad and make certain they are kept healthy 
financially and, secondly, to relieve the burden in 
the economic terms on the long haul traffic. We are 
not certain this will do that and it is only against 
that background that I am speaking. | 
Q. So the area of difference is --- 

A, If it is an area of difference, I am 
not certain. I think too we would have to register at 
the moment we are not ready to accept your proposal 
holus bolus because we do not know what that would do 
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Q. Rather than have the maximum fixed by 
formula which the province of British Columbia have 
put forward you content yourself with talking of justnes 
and reasonableness? 

A, I think probably m.ceasonable rates, this 
is what appeals to me personally but once again that is 
done on a reading, perhaps not at 411 understanding of 
what has happened perhaps in Britain and perhaps we 
might learn something from there that it fs not proved 
successful, The fact is it has been in the Act for some 
years now but perhaps gives you some eet ive that it 
has been working for some years in the right direction. 

Q. But there has been a unanimaty of view 
to recognize some of the problems, the problem of the 
long haul shipper? 

A. Yes, I think we all do that, I think that 
the submissions to this Commission have recognized the 
problems that there are to be faced in transportation? 

@. Turning now to page 13 there is a full 
paragraph on that page and it indicates that you have 
lost confidence in general horizontal increase as a 
means of stabilizing the revenue picture of the 
railways. 

A, I will say we are not certain but at 
the moment a lack of certainty leads us to believe 
that within the relatively near future if we had to 
raise money in substantial amounts we would see no 
method to go ahead on rather than the horizontal rate 


increase which we understand and know its force and 
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weaknesses and strengths. On the other hand, we do 


not know the weaknesses and strengths of the other 
schemes, 

Q. But you would resort to that type of 
increase as being purely a temporary transitional 
measure? 

A, On the basic side in the long run we 
would not be able to find a better method vet I would 
hope we would. 

Q. You think the economy could stand anothe 
one of those horizontal increases? 

A, Now, this of course is very successfully 
pushing me into a corner, The matter of quantity, how 
much, if you asked me if the economy could stand 160% 
the freight rate increases or a 50% freight rate 
inerease I would quickly say no but whether it could 
absorb a mass bracket of freight rate increases of 1% 

T would say yes. I think it is certainly a question of 
degree, not of principle at the very moment which would 
have to be studied as a matter of its absolute impact 
in dollar amounts, 

Q% And, also, I suppose there would be an 
agreement that in view of the fact that it is a 
constantly increasing burden on a constantly diminishin 
portion of traffic ---? 

A, It is a constantly increasing burden 
put on the railroads. We have had to find a 
constantly inereasing amount of money but, once again, 


for long range I would hope that we will find other 
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means whereby we can cut our expenses and raise our 
revenues, I would hate to think I am giving the idea 
that the whole success of the proposal put forward by 
the Canadian National Railways is in the rate area 
because this is a package that we are proposing to cure 
anyone of them, Taking each individually will not cure 
the il11, in our opinion, but the whole package we have 
offered would. 

Q. I think it would be part of our submissio 
that you cannot deal with it in little pieces and I thin 
you realize the questions are being asked with that 
fundamental point of view in mind. On the positive side 
you said something to Mr. Cooper and I did not quite 
hear it all properly about what might happen if you 
were able to have a majority of the recommendations you 
made adopted, that you would then be able to set down 
with the Board of Transport Commissioners and sort of 
rebuild the thing. 

A. Yes, and all other parties involved, the 
revenue requirements, whatever they may be, if you find 
you have a much healthier railroad industry you are then 
in a position to make experiements that you just do not 
dare take the chance on doing now. If we were a lot 
healthier now it may be that we would be prepared to 
take a risk, a calculated risk in certain areas which 
now, With the unhealthiness of our own economy and the 
lack of sufficient statistical information we are 
extremely hesitant to say the least. 


Q. I think one easy question is, that your 
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railway favour the continuance of the bridge subsidy? 

A, Yes, I think we favour the eontinuance 
of the bridge subsidy very definitely because it has the 
effect of what I think your major proposal is, i% is 
depressing the long haul rates and I think this is 


worth while from a railroad point of view. 
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Q. When you speak of long haul you mean 
long haul from east to west? 

A. I mean, of course, over the piece of 
the country to which it applies. 

Q. There are other long hauls in the 
country which obviously don’t benefit from this kind 
of subsidy? 

A. That is true. 

THE CHAIRMAN: West to east? 

THE WITNESS : From the midwest to the far 
west, sir, I suspect, Mr. Chairman, 

MR, BLAIR: Q. It is a long way from 
Vancouver to Winnipeg? 

A. It certainly is. 

Qe You have mentioned the incentive rates, 
and I gather from what you have said that you favour 
them? 

A. Oh, positively yes. 

Q These incentive rates, as I understand 
them -- I have one tariff entitled CM-195? 

A. Yes. 

Q. This tariff appears to deal with a 
large number of different types of commodities, such 
as acid, bags, brass ingots, candy, conduit pipe, 
elevators, lamps, and so forth? 

A. Yes. 

Q. All of which move at the same rates, and 
the rates vary depending on the weight loaded in each 
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A. Yes. There are a lot of things in 
195, as I remember it, but certainly the incentive 
rates are in there too. 

Q. The rate is high when the car is loaded 
to 20,000 pounds, and reduced if it is loaded, say, 
to 6@,000 pounds? 

A. This may be a matter of degree, but I 
don't think the rate at 20,000 pounds is high. It is 
"low, lower and lowest," and not "high, higher and 
highest". These are reduced, yes. 

Q. some are more reduced than others. But, 
this is obviously a cost oriented operation? 

A. yes, this is an echoing of the railways! 
efficiencies, 

Q. And these rates -- I have heard the 
remark -- these rates are tied to the cost of movement? 
If you have a car well loaded it costs less? 

A. That is right -- I do prefer to use the 
term that they echo the railways! efficiencies in 
heavier rates. 

Q. Would it be feasible, in your view, to 
have maximum rates which were created on the same basis? 

A. By this you mean put a sort of an 
incentive principle into the classification? 

Ca” 2es 

A. And have it applied to the class rates? 

Qo yes. 

A. Some of that has been done, and I have 


forgotten the detail, but I think there are two or 
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three cases whereby with heavier weights the classifi- 
cation or rating goes down, Basically, in principle, 
I don't think it makes much difference, The only 
trouble with the classification is that it is a bit 
more rigid, I prefer the straight tariff method of 
meeting each individual situation, I think Lt 
maintains the flexibility required in the competitive 
field, If you put it into the classification there 
are certain regulatory steps which you have to take to 
change that, and I think we can do it as successfully 
and more quickly by tariff action, but I don't think 
there is much difference between us in pricniple. 

MR, BLAIR: I am sorry, Mr. Chairman, I took 


longer than I said, 


CROSS-EXAMINATION BY MR. SMITH: 

Q. There are some minor matters I would 1ik 
to ask you about, Mr. Hart. 

At page 68 you are dealing there with the 
question of quantity rates? 

A. Yes, sir. 

Q. Mr. Cooper asked you some questions on 
that point, and just to clarify the situation in my 
own mind would you tell me if my understanding 1s 
correct that you are asking the right to make quantity 
rates only to competitive situations? 

A. No, I don't think so, Mr. Smith. 

Q. Would these quantity rates apply to non- 


competitive traffic? 
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ANGUS, STONEHOUSE & CO. LTD. . Hart, w-ex 18599 
TORONTO, ONTARIO (Smith ) 


A. yes, it would make for ease there in the 
fact that we could tie -- for instance, if there were 
a large mine starting to operate which would be in 
the functional monopoly area and we could make a rate 
with him that would be predicated upon his ability to 
ship, say, one hundred tons or ome hundred thousand 
tons a year. 

Qe Could you do that by means of calculating 
how much you could carry in a carload? 

A. yes, but you always come back to the 
point when this would be normal commodity rates, if 
you publish them om a carload basis, 

Q. Yes? 

A. That would be applicable -- at least, it 
would be one test that would be thrown against us, 
perhaps, and raised in some other parts of the country. 

I prefer to be able to isolate it and tell people why 
we are moving the goods, which is because we are going 
to get one hundred thousand tons of traffic. 

Qo My suggestion is that possibly if you 
could make non-competitive rates on & quantity basis 
you might be injuring or conferring prejudice upon a 
small shipper as contrasted with the large shipper? 

A. I don't think this is the case, This 
is certainly not in our mind, and I don't see how it 
could do that, but all we are saying is that there 
are inherent railroad advantages which get translated 
into -- our costs in large movements vary from 


small movements, of course -- and they could be 
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ANGUS, STONEHOUSE & CO. LTD. Hart, eCr=-exX 18600 
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tramslated into the floor and we negotiate above that? 

Qo Yes. " 

A, But if you have to print that as a 
single car rate that becomes the car rate that will 
be applicable, perhaps, throughout Canada, and it 
is not comparing like with like, As a result I 
almost feel it would be helping to lift the burden on 
the small shipper because we would be making money out 
of this sort of business, 

Q. Another matter, Mr. Hart, at page 70 
-- and this is mot a matter of great import, I do 
not think, but I want to raise it; you suggest the 
Railway Act be amended to give authority to publish 
joint rail-truck rates with various trucking companies 
I assume that your suggestion does mot carry with it 
the corollary that the trucking company must also 
be regulated by the Board? 

A. No, 

Q. Or any other regulative authority? 

A. No, it is not tied into that at all. 

Qo I am suggesting that possibly if you 


are able to publish joint truck-rail rates that some 


of the shippers’ objections to rail abandonment might 


disappear, What I have in mind is where a railway 
abandons-a service without providing a substitute 
service by its owm trucks; the shipper or receiver 
at the stations on the abandoned line is subject 

to two charges, that is to say, the railways and the 


truck rate, and these charges would be higher than 
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if you had the previous rail rate to or from the 
abandoned station? If you could publish joint truck 
rates the shipper would mot be subject to combination 
rates; isn’t that true? 

A, This is one possible thing but I hope I 
have mot left the idea that in a situation such as you 
have just described we necessarily would have the 
level of the railway rates -~ and if we abandoned the 
line it would not necessarily mean that the combination 
of the rail rate and the truck rate from the end point. 
of that line to destination would be the same as the | 
original rail rate. That would be a matter for 
discussion with the shipper, railroad and highway 
carrier, 

Q. But it WenIe Ve less, probably, than— 
the two rates put together? 

As It could be, yes, but it might not be 
because it once again pends on what deal you can 
make with the highway carrier, 

Q. That is what I wanted to find out, 
Coming to the question of the use of Canadian ports 
for export and import traffic, as I understand it, 
what you are asking is that you be reimbursed by the 
federal government for additional costs incurred in 
moving Canadian @xport-import traffic by Halifax and 
Saint John? 

A. That is right. 

Q. As contrasted with Portland? 


A. We are not suggesting that Portland be 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-ex 18602 
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used, We are not suggesting im any way that the 


pattern be changed. We say that the additional burden 
that is put on for national policy or public interest 
-- that we be reimbursed for that. 

Q. I suppose you are not suggesting that 
the general principle that whenever it is required for 
certain reasons to move traffic along a more circuitous 
route you should be reimbursed? 

A. No, I think the situation between 
central Canada and the Atlantic ports is considerably 
different than the one you have deseribed,. 

Q. You recognize, of course, that acouey 
and import traffic is of the utmost importance to the 
Atlantic region? | 

A. And also to the Canadian National, 

Q. And also to the Canadian National 
Railways? 

A, Yes, sir, both. 

Q. And without a utilization of your railway 
plant in the Atlantic provinces your revenue might be 
greatly reduced? 

A. Yes, and of course --- 

Q. Including the fact that you have recently 
spent quite a lot of money at your plant in Moncton? 

A. Yes, because we are not making any 
suggestion that we change the route or patterm at all. 
All we are saying is that national policy as a result 
of the Act has dictated us to do something that is a 


straight commercial operation you wouldn't do. So, 


“ meband ianoltLbhe out test 


ieee a 


deevotat ol phan 10 wetiog joni “0h a0. ae add 


‘ Cy 


wean : é : 
Pathe 0? heewrenceitens: 08 nm; le - 


seid gaiteegges i #18 BOY: aeogem, & «Kae 


| “6% Dewtapes at 22 seveaeite tame etgtoaing Lavansa it) 


? ° 1 


anodlsonks mL UN a aeota ott tas even oF snoaaes: else a 


pheanud ahi a bisioxts. OY stuor ih 


“F 


us _. nenwded aottandie edd satde 1 on. Bnet Pages 


ase ae beditoRed, s¥ad NOY, eae og? madd vee | 
: t ees) 


od oi Ay ‘Wi 
yidershisnos ef atzeq oldaalta ott, hen. abhen feudaeo 


droqee edd ,gamv0s To ,Ssteyonet WOT 59) ae | 
oy | vat 
\ end o¢-eonsadnoqne teomen ort, to. af. old tend tog bine | | 


- 


. Twolger. nna 


¢ -£ 


aggre ———s 
je c—e€, ae ane a= nee 
a 5 


fonoleeal’ amalebenso sue oF oa ls Pata a 
fesotdau malbe ie) edt of gale mk oD 


teyewLian 


f 
| Aor , tte BOX oe | 
thy . ; bk de 7 j z 
. {awe hex ayoy to aoltaniiies 6 trottin 2a8 . . 7 | an 


ipo a 


ed tdgin eunevet iWwdoy agom SVE" otiemtth ane at dnslq 


at 
\ 


ot a | | bi? thequhet vtitnen! t 
yh 4 ee re eee Oa'INOO 40 bh is BOE A . 


|eltnooes eyad voy dade Foe82 agit galbuLonl » abbey 


4 


‘4 ‘notoaom al me fe SUOY, a you te fol os tsen ee E 
Pg oa ek 
‘a Fae, 4 oe galn ea aon ous ow oauneed ay wh. 2. Sei 


77 : 


Iie ¢a matted 0 ethot oad epmaeo me: earl: 
tiveet. « es qotieg faagnten / ate 


B +2 dad yataonoe eee 
a 5 pain ‘i 


' able ’ — ai oha 


ANGUS, STONEHOUSE co.tTto.  #$Hart, cr-ex 18603 


TORONTO, ONTARIO (Smith ) 
1 

2 because of that we are not suggesting it be changed; 

3 we just suggest, pay us for our additional: operating 

4 costs for so doing. 

5 Q. Yes, I just want that clarified. 

6 It is true, of course, that your line to Portland 

7| fron central Canada is shorter than the Halifax-Saint 

8 John route? 

9 A. Yes. 

10 Q. But, of course, the Portland route is 
11 not shorter than, say, Toronto to the Atlantic seaboard? 
12| In other words, wouldn't the distance from Toronto to 
13 New York be less than --- 

14 | A. I think so, but we don't own a railway 
15 into Boston and New York, 

16 Q. I know. 

17 A. I say ‘if 4t 18 a commercial operation 
18 unemcumbered, Portland would be the port that we would 
19 use. ‘We are not suggesting it would be used, 

20 Q. But if you do use it... .? 

21 A. If we could use it our expenses would be 
22 lower, | 

23 Q. If you used the New York route would 

24 your expenses be lower in conjunction with another 

25 railway? 

26 A. Well, we don't see -- the difference is 
27 there that we would be short hauling ourselves. 

28 Q. Yes? 

29 A, We would not, im so far as using 


Portland is concermed because we have the railway into 
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ANGUS, STONEHOUSE & CO. LTD. Hart’, cr-e@x 18604 
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Portland. 

Qo But in the case of using New York? 

A. We would be dividing our revenues with 
someone else and we could get the same revenue to 
Portland as we get to Halifax in most instances, and 
our operating expenses are that much lower and our net 
is depressed because of national policy, 

Qo So, you would naturally send it to 
Portland? 

A. Yes, if there were mo national interest, 
and the importamce of maintaiming the Atlantic ports, 
-- and I am not trying to deprecate that at all. 

I am suggesting that as a straight commercial opera- 
tion we would use the port of Portland. 

COMMISSIONER MANN: I just wanted to get 
into the discussion om the joint export rates to New 
York and Boston, and so on, The combinations are 
pretty favourable on these export rates and your 
expenses are probably relatively low: s0, wouldn't 
that be the optimum route for Camadian export traffic 
if there were no other considerations? 

THE WITNESS : It mignt be. I am not certain, 
I can't necessarily accept what you said, but 1¢ 
certainly is . possibility that netwise it would be 
better to use the New York port, . I think not, but 
it is still a possibility. 

COMMISSIONER MANN: Do youhappen to have the 
mileage, Toronto to Saint John via the C.P.R. versus 


Toronto to Portland, C.N. and Grand Trunk? 
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ANGUS, STONEHOUSE & CO. LTD. Hart, cr-@x 18605 


TORONTO, ONTARIO 


(Smith ) 
1 
2 THE WITNESS: I think the C.P.R. is 540, 
3 MR, SMITH: Q. ‘Toronto to Portland we 
4 have as, C.N., 628? 
5 A, Right, amd C.P. would be 875 or 
6 thereabouts =-=- you mean from Toronto, 
7 Q@. And Toronto to Halifax is 1107? 
8 A. in that order, 
9 


COMMISSIONER MANN: Well, in the case of 
10 saint John by C.N.-Grand Trumk routing, that would 

11 produce a higher mileage than C.P.R. direct routing, 
12 Toronto-Saint John, would it? Your mileage to Porte 
13 land... 

14 THE WITNESS: .. . is shorter than the 


15 Co.P.R. mileage to Saint John, 


16 COMMISSIONER MANN; It is shorter, is it? 
17 HE WITNESS; yes, I think so, 
18 MR, SMITH: @. Mileage, Toronto to New York, 


19 is about 500 miles? 


20 A, Something of that order, ves. 
24 Qo That is the shortest of them all? 
22 A, There are several ways, but I know 500 


23 is the mileage that sticks in my mind as the short route 


with this section of it, but perhaps I can help you. 


aa a I want to ask &@ question with respect to 
25 | the suggestion you make on page 81, Mr, Hart, You 

26 mentioned the necessity of publishing proposed changes 
27 in the classification im the Camada Gazette. As I 

28 read Section 325 of the Railway Act --- 

29 A. Actually, Mr. Smith, I am not dealing 

30 
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a. Well, perhaps you cam help me, 

A. I have to take more responsibility for 
other parts. This is om page 81°? 

Q. I read Section 325 which says: 
"The company may, from time to time, with 
the approval of the Board, and shall, when 
so directed by the Board, place amy goods 
specified by the Board in amy stated 
class, or remove them from any one class 
¢o amy other, higher or Lower, class; 
but mo goods shall be removed from a lower 
to a higher class until such notice as 
the Board determines has been given in 
the Canada Gazette." 
Apparently now the situation is that notice is only 
required whem goods are moved from a lower to a higher 
class? 

me Yes, that is true, Tne Camada Gazette 
aspect would seem to be right, 

Q. Yes. 

A. But for all that, there are regulatory 
difficulties with the classification in that you must 


get the specific approval from the Board on the 


classification chamges, if my memory serves me right. 


Q. T don't thimk so in the case of reduc 
tions? 
A. I think you have to get the approval of 


the Board, but not in the Camada Gazette, I think 


it says that the Board may prescribe or authorize, 
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THE CHAIRMAN: Order, please, 

THE WITNESS: Mr. Smith, if I may clarify this 
last point that you asked me, I was wrong; there is 
a method whereby classification changes can be cleared 
quickly without the ~- that is, on reduction -- without 
the mechanics of going through the requirements fully 
of section 325. 

I might also say that these matters in here 
are by way of example rather -= more than, I suppose, 
we are saying that they are unnecessary and perhaps 
too restrictive, But they are by way of example of 
the need for a general clean-up of the Railway Ac&,. 

MR. SMITH: @Q. Just one more question on this 
point. 

On page 81, you point out that sectiong326 - 
330 empower the company to make bylaws authorizing the 
issuance of tariffs of tolls, all of which require 
approval of the Board, and provide that no tolls may 
be charged without such bylaws and approval. 

I take it that your chief objection is the 
having to go through the motion of having the bylaws 
approved by your directors? 

A. It is the whole mechanism -- obviously, 
the things within the company will be done without - 
what is necessary for us to do within our corporate 
powers, but once again this is just another example 
of what we think as of necessary legislation being 
set up. 


Qe In that connection, have you an objectio 
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to the tariff being of a certain size or form, or is 
that a matter of great moment to you? 

A, I do not think it is of great moment, 
no. Once again, it is restrictive, but I think -- 
and once again I am going on long memory -- that that 
is as a result of a Board's tariff circular, | 

Q. I think in answer to questions directed 
to you by Mr. Cooper you mentioned about diversity of 
different kinds of tariffs that your competitors, the 
highway -- the trucks -- have? 

A, res, 

Q. What I am suggesting is that you have 
avery orderly manner in which you set up your tariffs, 
and I understand people like Mr. Dixon are very pleased 
with having a form of tariff in its present form, You 
have not in mind making a change? 

A. The only change we would have in mind, 
as far as that is concerned, Mr. Smith, is towards 
Simplification, not complication. 

a. T do not think that any cross-examinatior 
on my part would be complete unless I mentioned an 
Act of which you have probably heard -- the Maritime 
Freight RatesAct? 

A, I was brought up under it, sir. 

Q. And you,at page 87, state that the 
payments under that Act are received on the basis of 
monthly estimates, supported by a certificate 
countersigned by the Government Auditors. 


And then you say later the actual amount due 
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was determined by a waybill analysis and adjustment 
was made and is approved by these auditors, 

I wonder if you could give the Commission 
some indication of how the actual amount of the 
subsidy is determined insofar as the Canadian National 
is concerned; just the mechanics of determination? 

A, I think I had better say I have not got 
that information here. We will produce that, It is 
a little more complicated. than’I would like to say, 


MR, SMITH: Thank you very much, Mr. Hart. 
CROSS-EXAMINATION BY MR, CARTER: 


Q. There are just two points, Mr. Hart, 
that I want to touch upon with you. The first one has 
to do with page & of your submission. In the second 
paragraph on that page, Mr. Hart, you deal with certain 
statistics showing the railways’ share on the one hand, 
and the highway deeds share on the other in the 
inter-city transportation market, Do you see that? 

A, Yes, I have that, Mr. Carter. 

Q. Now, those figures, I take it, are the 
Same as certain figures referred to in a precis or 
memorandum of evidence either filed or read into the 
record earlier in the proceedings of this Commission. 
The memorandum is entitled, in part, and I am quoting 
a heading of it: 

"The necessity that railway revenues from 

erain traffic now moving at statutory and 


related rates be adjusted in order that this 
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traffic will bear a fair proportion of 

total transportation costs", 

I wonder if that memorandum or a copy of it 
is perhaps available to you at the moment? 

A. I have not got it with me, but I suppose 
the record speaks for .itself whether the figures -ere 
the same or not, 

Q. 1 should like to just draw your 
attention to that at the moment, if I might. 

You will see at the foot of the page of that 
memorandum which is before you, Mr, Hart, a table 
setting out the railways' share; the pipelines' share, 
I think, is also listed there? 

A, AG a percentage distribution of market? 

Q. That is right, Those are the same 
figures, are they not, in perhaps somewhat a little 
more detail, as those referred to on page & in the 
paragraph I mentioned a moment ago of your submission 
here? 

A, I think so, yes. 

Qe Now, I just have the one copy of that. 
Might I look at it for a moment? 

You will notice in this table in the 
earlier memorandum that for 1957 your table showed 
the percentage of this inter-city traffic being moved 
by highway carrier as 6.4%. Do you see that? 

Ay Yes, 1957, 6.4%, yes, 

Qo Now, in your submission to day in this 


particular paragraph you say that in 1958 in effect 
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that share had increased; that is, in just that year, 
to 11.1%. Do you see that? ‘: 

A, Yes, 

Q. Now, that figure, I take it, is correct 
-- that is, the 1958 figure was 11.1%? 

A, Yes, it certainly was. 

Q. That is, it almost doubled between 
1957 and 1958? 

A, I have a feeling, without knowledge, 
that there were some changes in the reporting methods 
over this period, but I would have -- I could easily 
stand to be corrected -= I think that is the situation 
that we are perhaps not comparing like with like, And 
it is also, at least, a supposition that that figure 
is an estimate figure that is subject to D.B.S, 
revision and refinement at a later date, 

Qe Yes? 

A, I think that is the fact; so, perhaps, 
from those two points of view we are not comparing 
like with like, because from the seat of the pants I 
would say that percentage of the market of the trucks 
has not doubled nor nearly doubled in that year, 

Q. And no earlier year? The table speaks 
for itself, but in any earlier year was there an 
increase of anything like that order? 

A, fhat is right. I am perfectly 
satisfied that when that has had a little more time 
to ripen in the minds of the estimators it will come 


down a great deal, if we are using the same reporting 
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methods for both truck and rail that they have used, 
the same bases to establish that percentage, 

Qs Just one other point. This relates to 
page 16 of your submission, Mr. Hart. In this section, 
you are dealing with passenger train operation. In 
the last sentence of the second full paragraph on 
page 16, you say in part: 

"No investment or depreciation costs have 

been included in this estimate of the 

passenger train deficit". 

A, That is right. 

Qe Do you see that? 

A, Yes, That is right, sir. 

Q. Now, can you tell me what the total 
was that was charged to depreciation in 1959 on 
passenger equipment? 

A, No, I have not got that figure here, 
Mr, Carter, 

Q. Can you estimate the amount? 

A. No, I just say I have not got the 
figure, I could not estimate it within, well, within 
the widest possible ground, I just don't know. 

Qe Gould that figure be submitted or 
supplied to us later? 

A, Oh yes. 

MR, CARTER: Thank you. That is all, Mr. 
Chairman, 

THE CHAIRMAN: Mr. Fournier, I understand 


you would rather go on in the morning? 
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MR. FOURNIER: If it is possible, sir, I 
would rather cross-examine him in the morning. But, 
if it is necessary to do it this afternoon, I will 
comply. 

THE CHAIRMAN: Oh, I do not think it is 
necessary, 

We will adjourn now until 10 o!' clock 


tomorrow morning, and you will be first, Mr. Fournier, 


--- Adjournment <=-- 
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18688 23: “emergency" should be "merchandise" 


4 Os\e5 


LA Mas ae eek Ee Rae taal a at a Bs cid bea DT 


+ ‘-_- Ae 
F, ces a 


} 
ae 
it , ¢ 


28 


29 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ROYAL COMMISSION ON TRANSPORTATION 


Proceedings of hearings held 
in the Court Room, Board of 
Transport Commissioners 
Offices, Ottawa, Ontario, on 
the lst day of November, 1960, 


eo Ge oh oS 6m CD om GY o> ee co ee 


COMMISSION 
Mr, M.A. MacPherson, Q.C. Chairman 
Mr. H. Anscomb Member 
Mr. A.H. Balch Member 
Mr. R. Gobeil Member 
Mr. H.A. Mann Member 
Mr. A. Platt Member 


COMMISSION COUNSEL 


Mr. A. @. Cooper, Q@.C. 


Mr. G S. Cumming 


Me. H. W. Ellicott Adviser 
Mr. F. W. Anderson 7 Secretary 
Major N. Lafrance Assistant Secretary 


ee eed 


a 


a len a 


phy Pom sac & open) a id ah: ; 4 
my mh en hah aS Prodenaae :) cL aia 

d do .oLreia .emett® . SOOPER 8 Wis 2) 
OdCk -cedmawe ko Vek Pal ede it 4S nee 


14 


y : yor BB TMMES 


ae scene omeiene 


3 


AS 


29 


30 


ANGUS, STONEHOUSE & CO. LTD. 18615 
TORONTO, ONTARIO 


Ottawa, Ontario, 
Tuesday, 
November 1, 1960, 


-m= On commencing at 10:00 a.m, 


THE CHAIRMAN; order, please, 

MR, SINCLAIR: Mr. Chairman, there are two 
matters -— one matter in particular, and one that is 
not so pressing «- that I wish to draw to the attention 
of the Commission, 

Some months ago, there was a completely 
unwarranted and unkindly attack upon yourself, sir, 
and your impartiality. I spoke to that at that time, 
and the newspaper involved were kind enough to 
reocgnize the seriousness of the situation and to get 
in touch with you personally, and also to deal with 
it in the public press. 

It came to my attention last night, and this 
is the reason I bring it to your attention now, sir, 
another suggestion, not about yourself this time, sir, 
but one of your confreres on this Commission, suggestin 
that he was not impartial in regard to the railways' 
submissions to this Commission, 

I am reading from the Daily Gleaner, an 
editorial of Wednesday, October 26, 1960. This is the 
leading paper in the capital city of Fredericton, 

New Brunswick, 
Now this says, and I will read the first and 


last paragraphs, because there is other material in 
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2 between that I do not think is relevant to the point I 
Pe now wish to deal with, It says this: , 

4 "The Royal Commission on Transportation has 

he heard some strange submissions since it 

6 started its cross-Canada hearings, but none an 
¥ ‘Strang$ as the one presented this week by 

8 the €.P.R.: There are no alternatives to 

9 horizontal freight rate increases, The 

10 railways said it had tried to find other 

11 measures and failed," 

12 Then, the last paragraphs and the one to 

13 which I wish to draw particular attention: 

14 "The Atlantic provinces have besh strangled by 
15 a series of horizontal freight rate increases, 
16 It is their great hope that the system will 

17 be abolished, and there is a factor in their 
18 favour, for Mr. Howard Mann, one of the most 
19 vigorous enemies of the horizontal freight 

20 rate method is a member of the MacPherson 

21 Royal Commission which heard the C.P.R.'s 

22 unbelievable claim." 

23 Now, Mr, Chairman, we know, many of us, that 
24 Mr. Mann was a spokesman for an interest, the Maritimes 
25 | Transportation Commission, and pursuant to his 

a instructions he advanced their position to the best of 
27 his ability. 

28 THE CHAIRMAN: So was I. 

29 MR, SINCLAIR: Correct, sir. But just like 


30 you, sir, on appointment to this Commission, whatever 
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2 position you may have taken in advancing the interests 
3 which you were retained to advance, so Mr Mann will, 
4 I am certain, and [I am sure, and have full confidence 
5 that he will treat the whole matter put before him in 
6 accordance with his duty to the railways and to all 
7 parts of Canada, I have no doubt about this at all, 
8 and I think it is unfortunate, indeed, that newspapers, 
9 particularly in provincial capitals such as we have 
10 witnessed, as the leading newspaper in Fredericton, 
11 would suggest, if they have not so stated, and I think 
12 they have so stated, that Mr, Mann is not impartial on 
13 this issue before this Commission, I do not believe 
14 it. If I did believe it, there would be other things 
15 I would do, but I do not believe it, and I am quite 
16 eertain that we can all rely on Mr. Mann to deal with 
17 this as he should deal with it, 
18 I think it is unfortumate because of other 
19 commitments that Mr, Mann is not here, but this is a 
20 serious matter, and this is why I bring it to the 
21 attention of the Commission as soon as it comes to 
id my attention, because I wish that the Commission would 
a take a look at this editorial which I shall hand to 
24| you, sir, so that the Commission would draw this to 
25 | the attention of the editor of this paper, the 
26 | Predericton Daily Gleaner, a member of The Canadian 
pa) Press, and ask them to publish a@ retraction of any 
28 suggestion that Mr. Mann will not do his duty. And 
29 I think, sir, if I may suggest it, that this is happening 


30 just a little too often, and it is for these reasons 
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that I bring it to your attention at this time, 

THE CHAIRMAN: Mr. Sinclair, I do not need 
to consult my colleagues, I know their complete 
confidence in Mr. Mann. 

MR, SINCLAIR: Just 4s great as ours, sir, 

TRE CHAIRMAN: And we are very fortunate to 
have a man of his ability and impartiality on this 
Commission, 

MR, SINCLAIR: Correct, sir, that is what we 
think, too, 

Now, Mr. Chairman and members of the 
Commission, there is one other matter that arose on 
October 26, 1960, volume 108, page 17992 through 17995, 
during the cross-examination of Mr. Roberts by Mr. 
Frawley. 

The Commission will reeccllect that Mr, 
Frawley put to Mr. Roberts certain agreed charges that 
he suggested were not meeting out-of-pocket costs, 
including the cost of money on variable investment, and 
he made reference to & movement of propane gas from 
ESmonton to &@ point on the northern Alberta railways, 
namely Waterways, He pointed out that in his exhibit 
145, revised, that this showed that the earnings per 
ton-mile were six-tenths of a cent per ton mile, and 
the exhibit also shows that the car mile earnings were 
twelve cents. Mr. Roberts said that this had been 
costed, and he was convinced and he was confident that 
it met its variable costs and something more. This is 


in the record to which I have referred, 
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However, in view of the difficulties 
involved, we decided to check it, and i (eens that Mr. 
Frawley's exhibit is in error, Instead of this traffic 
propane from Edmonton to Waterways, earning six-tenths 
of a cent per ton mile, it earns 6,16¢ per ton mile, 
and the car mile earnings, instead of being 12¢ are 
$1.20,I% is obvious that in Mr, Prawley's exhibit a 
deesmat point has been mis-pladced, 

THE GHAIRMAN:s A typographical error, 

MR, SINCLAIR: Yes, amd im view of the 
point he made out of this, I wish to draw it to the 
Gommission'’s attention and, of course, Mr. Frawley 
will hear of it. 

THE CHAIRMAN: Me, Prawley would not misiead, 

MR. SINCLAIR: Of course not. This is 

a mistake, abviously, in transposing the calculations 
to the exhibit, and from thet he developed the line 

of questioning he put to Mr. Roberts, I thought in 
view of the importance he attached to it that I did 
want to draw it to the attention of the Commission 
while Mr, Hart is on the stand, also, the situation 
with regard to this agreed charge 168. 

THE CHATRMAN: Mr, Fournier? 

MR, FOURNIER: Mr. Chairman and Commissioners 
I believe this is the first time deat the province of 
Quebec is contributing to @ Royal Commission on 
Transportation, We did appreciate the importance of 


the recommendations of this Commission to the 


government of Ganada, and alsa the consequences or the 
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impact -= the word may be too strong; my vocabulary in 
English is not too extensive == put, the Sioa of the 
recommendations should they be adopted partially or 
totally by the government on the economies of the 
province, and also of Canada, 

We, unfortunately, began to contribute at 
avery late stage for circumstances that are well 
known to the Commission, We have been a bit handicappe 
by time, and I wish to express, before cross-examining 
Mr, Hart, I wish to express again my grateful thanks | 
to the Commission and the Commissioners for having 
understood our situation and to have been most fair 
and impartial to us. 

Tne submission of the province of Quebec is 
under preparation, and, of course, I understand that 
it is sort of difficult for the witness to answer the 
questions because he does not know the submission of 
the province of Quebec and what will be the arguments, 
and I would like to point out that whatever are the 
questions, that they must not be interpreted; actually, 
since this submission is not ready, they must not 
reflect what will be the submission, 

The only reason why I want to question Mr. 


Hart and some other witnesses is in way of information, 


ALEXANDER HENDRY HART, recalled 


CROSS-EXAMINATION BY MR, FOURNIER: 


Q. Mr, Hart, you are aware, no doubt, that 
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I have requested Mr. McDonald, counsel for the C.N.R., 
to provide me with some information regarding the 
ownership of highway carriers by the C.N.R.? 

A, Yes, so I understand. 

Q. In order to cross-examine the witnesses, 
as it was stated in the first paragraph of my letter of 
October 15, this information was kindly provided to me 
by Mr. McDonald per letter of the 27th of October, 
1960, 

I wonder, Mr. Hart, if you would read this 
letter so that it may enter the record and shorten 
your cross-examination, 

MR, McDONALD: IT might say, Mr. Fournier, 
that is a matter that Mr. Dingle is going to deal with. 
I wonder if you would leave your questions on the 
trucking to Mr. Dingle. Mr. Dingle will follow Mr. 
Hart, and he is going to deal with that matter of 
trucking. 

MR, FOURNIER: I am sorry. 

Q. At page 77 of the submission: 

"Yse of Canadian ports for export traffic"? 

A, Yes, sir, 

Q, Actually, section 21 of the C.N.R. Act 
reads as follows: 

"01, The Board of Directors shall so direct, 

provide and procure that all freight 

destined for export by sea that is consigned 
within Canada for carriage to national 


railways either at point of origin or 
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between that and the sea shall, unless it 
has beeh by its shippers spat vete sey 
routed otherwise, be exported through 

Canadian seaports," 

At page 78 in the first paragraph you say; 

"In 1957, the traffic moving over Canadian 

National lines through these Canadian 

Atlantic ports was 1,049,000 tons. The 

additional work done to handle it in the 

manner directed by the statute rather than 
via Portland, Maine, resulted in additional 
operating expenses exceeding $23 billion," 

You suggest by your recommendation what 
follows: 

"Canadian National recommends that neither 

Canadian legislation nor policy should 

impose any special requirement or obligation 

upon a particular railway or company", 

Do you know how much tonnage, or would you 
tell the Commission how much tonnage -- well, it says 
here 1,049,000 tons. I withdraw this question. 

Did you appreciate in this suggestion what 
will be the loss for the Canadian labourer in 
Canadian ports if this tonnage would be diverted to 
Portland? 

As Yes, I think I tried, in answer to Mr. 
Smith, to make our point very clear, Mr. Fournier. We 
are not suggesting in any way shape or form that this 


tonnage be diverted from Canadian ports, Our suggesti 
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is this, that, as a matter of national policy, that 
these Canadian ports be used instead of eile port that 
we would use in a commercial interests only that we be 
repaid for the amount of operating expenses above that 
to operate via Portland, So, we are not in any way 
shape or form suggesting that the traffic be diverted; 
far’ from it, 

So, in following our suggestion, to answer 
you directly, Mr. Fournier, there would be no impact 
on Canadian labour. 

Q. At page 17 in the middle of the page, 
you states: 

"A study of cases before the Board of 

Transport Commissioners shows that there Me 

almost always strong opposition to the 

abandonment of services, even where patronage 
has almost disappeared," 

And you repeat at page 23 and at page 50 the 
same argument, Could you tell the Commission how many 
applications of abandonment have been denied by the 
Board? 

A, I think I have that information here, 
Mr. Fournier, Actually I have not got all the cases, 
by anywmanner of means, but I have some examples here 
on the type of thing that we have found difficulty with. 

For instance, the Montreal - Vaudreuil 

suburban service; an application was made in 1954 to 


‘eliminate this service and partial relief was given 


by the Board in 1955. Final relief was obtained in 
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1960 with the cancellation of the remaining trains 
between Montreal and Dorval. The hearings involved 
in this matter produced strenuous opposition from 
commuters! association and the municipalities along 
the line, even though there were parallel services 
given by the C.P.R. through most of the lakeshore 
from Vaudreuil into Dorval. 

Another example was our application to 
discontinue service from Ottawa and Barry!s Bay in 
1958, which met with very strenuous cameiieige: almost 
violent objection, from the municipalities and from 
various cther leaders in the ee with the resuit 
that we were ordered to continue a new type of trial 
service which we have run from then until now with 


no improvement whatsoever in our operating results, 
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I am just giving a few of the more recent ones. We 
applied for a reduction in service between haweewt and 
Hawkesbury that would eliminate the passenger service 
between Hawkesbury and St. Eustace. The application 
was refused by the Board in 1959. In that case the 
Board refused to accept that the Viumph ty was losing 
$40,000 in this service and that the express being 
handled by that train could be handled by the truck 
and there was a good bus service beyond. 

Actually the next ome I have evidence on here, 
there was a hearing on the elimination of passenger 
service between Fredericton and Fredericton Junction 
in July of this year when there was very strong objec- 
sion raised although there was no question of the 
economics of the matter, There was strong local 
objection to the losing of the service and actually 
that case is still pending before the Board. 

Then, there was a hearing of am application 
in July 1960 to discontinue passenger train service 
between New Glasgow and Oxford Junction which was very 
strongly opposed although the economics were clear. 

THE CHAIRMAN: That order was granted? 

THE WITNESS 3 I am sorry, I have not that 
information -=- yes, that was granted, There are a 
great mumber of these but those are the most recent 
ones, I have a complete list, I have not got it here 
but if it would be of use it could be produced and 
supplied to you. 


MR, FOURNIER: Q. Actually you are suggesti 
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through amendment to the legislation that, let us say, 
the amendment of Article 168 and the other amendments 
regarding passengers amd variations are the same, You 
are suggesting, I think, at page 63 that upon ninety 
days notice of any decision of the company to abandon 
any line of railway shall be given to the Board. 

A. That is a section with which I am not 
dealing. That is on the branch line section which is 
to be dealt with by Mr.Dingle. 

Q. On all legislation? 

A. No, that particular legislation. we 

dealt with similar proposals having to do with dis- 
continuance of passenger service and Mr. usoele 
is dealing with the branch limes while I am dealing 
with passenger service, 

Q. Well, om page 24, that is on passenger 
train service? 

A. Yes, that is right. 

Q o You suggest an amendment to Section 315 
to amend the Act by adding Section 315A. The drafting 
of this section is the same as the drafting of the 
section at page 63 to the extent that here it is 
regarding passenger train service? 

A. The same theme rums through them both, 
yes. 

Q. And upon notice of ninety days the rail- 
way could abandon traffic which he wished to abandon 
at the time amd should be obliged to continue its 


operation by the Board with the approval of the Governor 
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1 

2 in Council, Then, the company would be compensated 
3 out of the Comsolidated Revenue Fund, therefore, do 
4. 


I understand that there would not be any compensasion 
5 as between lines which are running at profits and 

6 lines which are in fact useful which would be running 
7 at a loss? 

8 A, Our uayoudl is this --- 

9 Q. If you do not understand my English -- 


10 if I spoke French it would be clearer, 


11 A. You wuld not understand my French. 

12 THE CHAIRMAN: you are doing very well. 
13 MR, FOURNIER; Thank you. 

14 THE WITNESS: Our proposal is that when a 


15 passenger lime or a passenger service mo longer can pay 
its way we can apply to the Board of Transport Com- 

17 missioners to abandon, The Board can say, if it is 

18/ losing money they then say -- they look at the public 

19 cekyentbace of the area and they cam say, "No, because 
20 of the conditions in that area you must continue to 

21 operate that service." But, wher they so say we would 
22| be paid for the loss incurred in operating that 

23 service, Now, against that as a background I under- 
24 stand what you are suggesting is that if limes, other 


5; limes are profitable should not they subsidize the 


loss lines. I think that was your question? 
27 Q. Yes, 
28 A. Well, we do not feel that is so. We 


29| feel each line of this type and generally each service 


30 we perform should stand om its own feet because at the 
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present time you shift the burdem from one service 
omto a losing service and all you tend to ‘ is keep 
the whole railway ecomomy unhealthy, So far as 
spreading is concerned, iva is not a proper means of 
running any business, seebior a loss leader. We do 
not believe in this as a method of compensating for _ 
the service. 

Now, on the other hand, I might also say that 
the overall revenues of the company, of course, or of 
the railways are measured against an absolute figure 
which is established from the general freight rate 
increases on the revenue requirements of the Canadian 
Pacific Railway, so I do not think that by our sugges- 
tion we are going to make a great deal of money out of 
@ passenger busimess, out of that alone, but I do 
believe we can turn it into a successful business. 

Q. I am not, of course, especially concern- 
ed with the passenger business or the other business, 
it is the process which I am comcermed with actually. 
Therefore, before making such a suggestion as to 
abandon the line do you take into consideration the 
veapeuaneie’ which cam come from other profitable lines? 

A. No, my answer is that I do mot believe 
that. 

Q. You look at it strictly as a business 
proposition? 

A. As a business proposition. 

Q. As if you were a private concern? 


A. We should operate the C.N.R. as a big 
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business, very definitely because im amy other way 
lies chaos, I believe. ; 

Q. In proceeding the way it is sugg*sted 
at page 24 this would place the people comcernmed under 
an Obligation to make evidence that the limes should 
not be abandoned, In other words, it is ceviaeds 
the onus of evidence is oye: if I understand 
cueeeviis it is upon the railway to prove that the 
lime should be abandoned? ‘ : 

A. This of course is the proof that is 
required' in the first instamce under this section, that 
the first onus is on the railway to prove it is an 
umecomomic service and should be abandoned, Then and 
only then does the burden shift and when that case 
has been made then and only then are other investi- 
gations required. | I would mot like to attempt to 
interpret a geaion but I do believe this is the case 
and then the Board ofamunicipality or people concerned, 
wherever the information could come from would be 
looked at from that point of view to see whether later 
subsections of this section should be made to apply. 

MR, FOURNIER: Thank you, Mr. Hart, those 
are all the ahenitons I have, 

MR, McDONALD: Mr. Chairman, I was just 
going to say one little thing. Mr, Fournier has 
spoken about his vocabulary in English and I would 


like to say I just wish my vocabulary im French was 


anything comparable to his in English. 
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2 BY COMMISSIONER BALCH: 


3 Q. I just have two questions, : On page 23, 
4 Mr. Fournier referred you to the second full paragraph 
5 about halfway down where it says: 

6 "It would emable the Board to deal with 

7 cases om the basis of the economics in- 

8 volved as well as the availability of 

9 alternate services for the public con] 

10 Beet free from emotional and other 

11 pressures <---" 


12 Is it suggested there that the Board pay attertion to 


13 emotional pressures? 

14 A, Well, under the present legislation, 
15 this question of public convenience and necessity 
16 weighs very heavily im the Board's mind, of course, 


17 as well it must. Under the legislation as it presently 
18 exists it is fully open to inmumerable people from 

19 the municipality and various other groups in the 

20 particular area eae I cam see from my owm experience 

21 that certainly these things do become emotionally 


22 charged. We are suggesting only that under the 


23 regulatory climate that it encourages this type of 

24 situation to develop even before the Board which we 

25. consider is an unfortunate situation. 

26 Q. Well, then, the other question regarding 
27 merchandising which accept any material benefits 


28 accruing to the shipper after full imtegration? 
29 ‘A. This is merchandising? 


30 Q. Yes. 
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A. Mr. Dingle will handle that section 
or the brier. 
COMMISSIONER BALCH: Thank you very much, 


that is all. 


BY COMMISSIONER PLATT: 

Q. i i eit get mixed up im the sections, bring 
that to my attention too. I had some difficulty with 
this matter of regulation and it is some time since 
I read Mr. Gordon's evidence before the Royal Com- 
mission on Camada's Ecomomic Prospects but as I 
understand his evidence at that time and what you are 
saying here is essentially the same? 

A. yes, I think it is in greater detail 
than Mr. Gordom gave at that time. 

Q. There is no major difference? 

A. I think not. 

Q. Am I right in this, that your proposal 
ls essentially this, that in so far as the traffic is 
concerned all restrictions or practically all except 
mimimum rate control to be removed and that im so far 
as other traffic is comcermed which is not competitive 
traffic that national rate control and discrimination 
and what mot should be retained? 

A, I think I said that there are two, one, 
if we look at it purely from the industrial viewpoint 
I do not see the need for any regulation at either end 


of the spectrum, But, it may be because of the variou 


forces that play and the historical implications that 
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2 Canada is not ready to chee that step we them suggest 
3 ue perhaps the way to regulate the upward level is 

4 to do it om a specific rate basis so that this perhaps 
5 could be looked at as -- it appears to be contained 

6 in section 22 of the British barr naa the still further 
7 step that if that is found not to be mecessary, that 

8| the upward level be established for the time being as 
3 it has been in the past until we are able to test 


10 these other schemes that we have thought of amd have 


11 been proposed before the Commission, Im other words, 

12 we are at the moment a little afraid or comsiderably 

13 afraid of the revenue impact of moving from any 

14 scheme before amybody has been able to give it at 

15 least what we would consider a thorough test so we 

16 would mot be going out for sort of a chamge for change's 
17 sake. 

18 Q. In your view there is really no meed 

1 for regulation at all except for the psychological, 

20 I think one witmess called it, or you might say the 

21 political implications? 

22 A, I would say perhaps more the political 
23 implications in the broad semse meaning where the | 

24 Canadian people are ready for what might be considered 
25 | to be a rather drastic step at this time. I think 

26 this is what we are going to propose but perhaps we hav 
27 not reached that point im time yet. 

28 Q. Well, looking at it from a shipper's 

29 stamdpoint, and I suppose he requires some comsidera- 


30 tion inthis whole deal, the idea of mationmal rate control 
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= 


providing he is im the area of what you call functional 
monopoly would have some appeal to him? 

A Yes, it would, there is mo question 
about it. My own feeling is that the shipper indiyi- 
dually is worried about his individual rate, not with 
the same sort of philosophical group of ceiling rates. 
He is interested im the rates umder which he ships and 
this is what, I must say, gemerally appeals to me 
about the specific control that seems to be encouraged 
or set up under section ee of the British Act Be the 
rates tribumal gets jurisdiction whem, and only when, 

a man can prove that fou eauates reason it may be 

he has mo altermative but to ship by rail. Then 
after that, and only after that, is established, has 
the rate tribumal any powers and then they seem to have 
the broadest power to examine the market conditions, 
tae rail costs amd all other considerations to deal 
with specific cases. This appeals to me as perhaps 
the best way to meet the requirements of the shipper, 
who, I think, is omly interested in his own rates, 

not in a sort of set of ceiling rates. 

Assuming that administrative difficulties 
could be got rid of and that this would not unduly 
affect revenue do you object to the use of costs as 
a basis for maximum rate control? 

A. Yes, I do im gemeral because I believe 
that it will have a depressing effect om rail revenues. 
I am afraid of it, perhaps, omly because we are not 


skilled enough im the handling of this, 
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(Platt ) 

1 

2 To do this with any Fixed relationship to cost is 

3 a dangerous way to set maximum rates, that is, om our 
. present understanding of the way these things are. 

. I think I must also go back amd say we might easily 

g change our mind when we can put ome of these proposals 
y through a machine in actual form and see what is likely 
8 to happen to the configuratiom of our traffic. 

S Q. I can guite appreciate your feeling 

£0 there but this is a matter of revemue, presumably some 
i sort of a system could be devised < take care of that. 
ig You may hav a different ceiling, for imstance, or 

2 relation between cost and rate. You follow that 

ie classification so that your high rated commodities 

15 may have two or three times ‘your distributed cost and 
ip others lower down, But if you do not set cost as a 
3 base for fixing maximum rate what other. basis can you 
- suggest that is really meaningful, to the shipper? 

12 pene Saas Oeregah OWES TELA BSed deal in 
wt that. Perhaps what I am doing is saying I fear 

a to test on the premise you establish. I think, one, 
22 that the revenue is protected; two, that perhaps the 
“s cost system with some sort of varying cost to cost 

24 amount above cost is certainly ome of the areas 
| that we navéio be looking at carefully because this 
20 certainly does seem to be one of the first suggestions 
27 that are made to vary from our present scheme. 
28 

29 
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Q. On this matter of merchandising and 
joint operations, particularly joint operations between 
other agencies of transport and the railways, if this 
were put it to effect would this allow Canadian 
National, for example, to enter into deals with 
existing trucking lines rather than, say, purchasing 
them? 

A. It would, sir, yes. Our proposal is to 
have the most free ability to establish. joint routes an 
rates with any trucking line. 

Q. And this would be a considerable 
advantage, would it not, in view of your high capital 
requirements in other fields? 

A. I believe it would be extremely worth 
while in this competitive area so we could enter into 
deals with certain local truckers, It would enable a 
coordinated service from point "A" to point "B" to 
railhead, and then through on the railway, yes. 

Qe I have just one other question for 
purposes of information. When competitive rates are 
set up are they set up by your company individually or 
are they set cunoenh the Canadian Freight Bureau? 

A. Well, both, 

Q. Both? 

A, Yes, we publish some of our own tariffs 
and we also publish some of them through the medium 
of the Canadian Freight Association which is, of course 
the joint association covering all railways. 


Q. These incentive rates are Freight 
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Association? 


A, I think they are eb al Blietd he they are 
published in ac.F.A. tariff as well as in one of our 
own, covering local tariffs, 

MR, PLATT: Thank you very much, Mr. Hart, 

I have personally enjoyed your brief very much and 
your presentation of it, 

MR, HARTs Thank you very much, 

BY THE CHAIRMAN: 

Q. As I understand it, Mr, Hart, you reject 
no plan but you do not want to sail on uncharted 
seas? 

A, I think that sums it up very well, 

MR, FOURNIER: Mr. Chairman, I have a questio 


or two which I forgot to ask Mr, Hart. 


Qo Is there actually in the province of 
Quebec any uneconomic passenger service which you are 
operating? 

A, Any economic ,..? 

Q. Uneconomic? 

A, I honestly cannot answer that question 
right now. I have not got that information with me. 
There are some uneconomic services in Quebec but [I 
cannot name them. 

Q. It would not be between Quebec and 
Montreal? 


A, No, I think not, 
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Q. Would you ever consider giving a package 
deal between Montreal and Quebec eae its the system 
you have for long distance trips? What makes the train 
more unpopular is time and also all the incidentals 
of travelling by train? 

A, What we call a package deal so you get 
your meal and trip and everything? 

Q. Yes, 

A, Whether that has been examined an the 
Short trips -- I do not think it has, but certainly 
in principle there is nothing wrong with it, and I 
certainly welcome your suggestion and we will examine 
it. 

Q. Would it be possible to provide the 
Commission with information as to the uneconomic 
passenger services in the province of Quebec == 
possibly through Mr, Dingle? You may have this 
information before you leave, but I would not like to 
delay your departure, 

A, I do not think we can produce anything 
more than some general information on this, We have 
not costed all our passenger services, We have not 
done so because under our present regulation this is 
not necessary. As we say in the brief, it is only the 
most apparent ones that we have worked on, but if we 
get the change in legislation which we suggest we very 
quickly will go into a full costing of all the services 
we are suspicious of, and perhaps at that time only 


could we give you the information you would like now. 
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THE CHAIRMAN: Thank you, Mr. Hart, 


1 


--- A short recess <= 


THE CHAIRMAN: Before we go on with Mr, 
Dingle, Mr. Sinclair has now given me this editorial 
and I have talked to my colleagues, There is no 
Commissioner who is more impartial on any subject or 
affair than Mr. Mann, nor more able, and we will deal 
with this by writing to the Gleaner and advising those 
present of what we have said. 


MR, SINCLAIR: Thank you, Mr. Chairman, 
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MR. MACDOUGALL: Mr. Chairman, members of 
the Commission and those present have in supplied 
with a memorandum of the portions of the brief which 
Mr. Dingle will speak to, and in presenting him to the 
Commission I would like to place on the record some 
general information as to his baekground and railway 
service in qualification of the evidence he is about 
“to give. 

I am sure, sir, that he is well known to 
most of the members of the Commission as one of 


Canada's senior operating railway officers. 


S, F, DINGLE, called 


DIRECT EXAMINATION BY MR. MACDOUGALL: 


Q. Mr, Dingle, if I state anything 
wrongly in giving your general background and service 
information you will correct me, sir, 

Mr. Dingle was born at Fors’ Hancook, N.J., 
November 12, 1901. He was educated in Winnipeg, 
Manitoba, through public and high school, and later at 
commercial. college and the University of Manitoba, 

Mr. Dingle entered railway service with the 
Grand Trunk Pacific Railway Company, Engineering 
Department at Winnipeg, in a clerical capacity on 
June 29, 1920. He transferred to the Canadian 
National Railways in the same department, location, 
and capacity, on September 1, 1920. He held various 


positions in the Engineering and Transportation 
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departments in Winnipeg until appointed Assistant 
Superintendent, Dauphin Division, ee Manitoba, 
on March 1, 1939, and later Superintendent at that 
point on July 23, 1941, He was appointed Superintendent, 
Portage~Brandon Division on May 15, 1942, and general 
superintendent of the Alberta District, headquartered 
at Edmonton, on November 1, 1944, He was appointed 
Chief of Transportation with system jurisdiction at 
Montreal on April 1, 1946, then Assistant Vice- 
President Operation at Montreal on September 1, 1948, 
and on February 1, 1950, he sucaeeded the late N.B. 
Walton as Vice-President Operation for the Canadian 
National system at Montreal. 

He is a Vice-President and Director of the 
Grand Trunk Western Railroad and of the Central Vermont 
Railway Inc. 

He is a member of the General Committee, 
Operating = Transportation Division, of the Association 
of American Railroads, He is also a member of the 
Executive Committee of the Railway Association of 
Canada, as well as serving on various other railway 
committees, 

Mr, Dingle regards as one of his lighter 
duties the task of appearing each year before the 
Sessional Committee on Railways, Airlines and Shipping 
in company with our President, Mr. Gordon, to present 
Canadian National's Annual Report and its capital and 
operating budgets for the ensuing year. He regards 


as one of his most arduous tasks that of being Director 
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of the Montreal Alouette Football Club, 
| Mr. Dingle, on the statement ste was 

distributed yesterday, it shows you are here to speak 
particularly to Chapter 4 of the Canadian National 
submission dealing with the re-organization of railway 
plant and facilities; Chapter 6, those portions dealing}. « 
with abandonment of lines, Railway Grade Grossing Fund, | 
and free transportation; and Chapter 7, Part A, road- 
rail integration and B, CN - CP Act, While this brief 
has been submitted by Counsel for the company, am I 
correct in my understanding that you are familiar with 
these subjects referred to, and if you were asked to 
give your views on those subjects they would be as set 
out in the Canadian National submission? 

A, That is correct, 

Qo Do I understand also that the facts 
and information contained in the portions of the 
submission I have referred to as petne within your 
province, that these facts are correct to the best 
of your information and belief? 

A, Yes, sir, 

Q. Mr, Dingle, as this submission is not 
being read I would ask you, first of all, if there 
are any specific corrections and changes that you 
wish to point out to the Commission concerning the 
detail of the brief? 

A, No, I do not believe so. 

Qs Since you are this morning dealing with 


the railroad operating problems which arise particularl 
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out of the terms of reference sontained in the Order- 
in-Council setting up the Commission ren directs the 
Commission to look into the possibilities of achieving 
more economical and efficient railway transportation, 
I would ask you if in amplification of what is set out 
in the brief you have any general comments in this 
regard which you would care to give to the Commission? 
| A, Well, Mr. Chairman and Commissioners, 
I am quite well aware that a number of parties 
appearing before this Commission have expressed the 
view that much more can be done to improve the 
efficiency and economy of operation of Canada's 
railroads. Some have also said that they consider 
present operations to be inefficient and uneconomic, 
We have attempted in the submission we are making 
today, to acquaint the Commission, and the public, 
with some of the details of the strenuous efforts we 
have been making, particularly in recent years, to 
improve our efficiency and our economy of operation. 
Our efforts in this regard have been spurred on by the 
increasing fierceness of the competition the railroad 
is meeting from other transportation agencies. Other 
factors bearing on this question, are, of course, the 
tremendous increase in our costs of operation occurring 
in recent years, and, of course, our interest is 
producing a better transportation service for railway 
patrons. Today, shippers are more selective in the 
type of service they desire, and demanding of the 


accommodation they need for handling their traffic. 
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As we point out in the main body of the submission, 
many of our shippers desire special a of equipment 
which cost more than the ordinary box car, and in many 
cases have their utilization restricted because they 
must remain in more-or-less captive service in order 
to do the job for which they are designed. This is 
eh an example to point up the complexity of the 
present problem, In addition to that, as we have 
endeavoured to show the Commission, modernization of 
rail facilities to improve operating performance has 
required the expenditure of vast sums of money. I 
think the detail of what has been done to date, as 

set out in our submission, should show that we have 
not been standing still in this phase of these 
problems but have been taking most energetic steps to 
improve our efficiency. 

o. Mr. Dingle, in view of the remarks you 
have just made which indicate that the C.N. has been 
active in improving railway efficiency and operation, 
I wonder if you would care to elaborate on this 
subject for the benefit of the Commission by citing 
particular fields in which the railway has made or is 
making improvements. 

A, It is very difficult to measure accurately 
the improvement in efficiency resulting from capital 
expenditures made in respect of the railway plant. 

On the Canadian National, as shown in our brief (page 
26), we know that in the decade 1950-1959 our capital 


program was 1.5 billion dollars. In looking for 
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: Se. i 
some evddence of the returm’ on this expenditure an 


ka | 


examination of the road maintenance, equipment 
maintenance, transportation, and other operative 
accounts was made, Leaving out interest and 
depreciation and restating the 1950 figures on the 
basis of current wage and material prices our 
examination indicates that we have improved our 
position by making these capital expenditures in the 
amount of approximately 120 million dollars a year, 

In other words, if we had to do the work required of 
our railway plant today at the level of wisiticieiin wey 

of 1950 without having made these capital expenditures, 
it would have cost us approximately 120 million dollars 
more to do this work than it did. This seattneneys: 

of course, is a general one and there are many factors 
which go into improved efficiency, such as tundoved 


work methods, better utilisation of equipment, etc. 
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TORONTO, ONTARIO (Macdougal1) 
1 
2 Q. Mr. Dingle, these expenditures that 
3 you have spoken of, sir, have they been ee in relation 
4 to, among other Cuiltied: the purchase of new equipment 
5 such as has been spoken of earlier in these proceed- 
6 ings, such as diesels and new modern types of equipment 
7 and machines used in railroad operation today? | 
8 A. Yes. 
9 The Canadian National Railways has relized 
10 that there are substantial savings both in terms of 
11 money and time with the use of modern machines and 
12 high speed electronic computers, to say nothing of our 
13 diesel programme and so on, For several years now, 
14 we have made use of these tools to perform those routin 
15 clerical and accounting functions which can be more 
16 efficiently done by machines than by human beings. 
17 Availability of these machines has also allowed the 
18 company to apply some of cs newer scientific methods 
19 to examine and improve the efficiency with which 
20 freight car and diesel equipment is used and to pro- 
21 vide better information for management control. 
22 We have, for example, developed a new 
23 method for examining the performance of trains on all 
24 our main track in order to ensure efficient use 
25 of diesel power and more realistic train schedules. 
26 The information provided should also help 
27 us to establish realistic standards for track maintenan i 
28 The Canadian National Railways has also developed 
29 a method of assimilating on a computer the performance 


30 of trains running in both directions along a single 
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track line. This is probably the most advanced 
technique of its kind developed by any railroad in 
North America and in effect provides the railway 
with a laboratory tool by which the effect of any 
changes in our operations can be examined without 
interfering with the actual operation. It is 

being used at present to examine new proposals for 
siding extensions and centralized traffic control 

in order to ensure that we are getting the best value 
for any given capital expenditure. A new integrated 
data processing system is now being implemented 
throughout. the whole C.N.R. system, This will 
involve the use of a very flexible high speed digital 
computer at system headquarters in Montreal and 

will provide complete and timely information for 
management control at all levels. Many of the 
benefits of this data processing system are already 
being obtained, 

This is but an illustration of what is 
being done to achieve further efficiencies and 
economies inoqur operations. In our brief we have 
set forth for the information of the Commission con- 


siderably more detail on the areas where it is felt 


substantial improvements are being made. 


26 Qo Do you suggest that the task of 

27 improving efficiency and operation of the railways 
28 is pretty well done? 

29 A. No. We do not suggest that all that 


30 can be done in this regard to make ourselves more 
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efficient and economic in our operations has been 
accomplished, and that the task is done, “We know 
that more remains to be done and are here to say what 
we propose doing ourselves and also where we consider 
the areas of difficulty lie and the type of help we 
require in overcoming those difficulties, 

In this connection, I might emphasize 
the portions of our submission dealing with ar 
efforts and proposals for consolidation and reorganiza- 
tion of our railway facilities, so as to make the rail 
plant more effective and suitable for carrying out the 
transportation job required by the shipping public, 
The Commission will note that our proposals in this 
regard include actions which we are taking ourselves, 
such as the development of a new coordinated rail- 
highway service for handling small shipments, which 
we call merchandise services, and more aggressive 
competitive pricing policies, C.N.R. management is 
convinced that the intelligent coordination and inte- 
gration of rall-highway services by our company will 
provide the most satisfactory i cinavonmeeal service 
which our customers require, and we plan to push 
forward in these areas as aggressively as possible. 

At the same time, we have pointed to areas 
where improvements should be made but where the rail- 
way feels that it requires the assistance and support 
of the public, and your Commission, to create a 
more favourable climate in which to tackle these 


problems, In this category is the matter of 
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elimination of deficits arising from the operation of 
low-density branch lines and passenger bei . 

Q. Mr, Dingle, are you familiar with the 
views that have been expressed before this Commission 
by various parties appearing here in respect to this 
matter of the elimination of uneconomic services? 

A. yes, I noted that most parties appearing 
berbre your Commission are aware of these problems 
and are anxious that realistic measures be taken to deal 
with them. While the suggestions they offer vary, 
basically they agree with Canadian National's views, 
put forward in our submission, namely that realistic 
and energetic action should be taken to eliminate, as 
far as possible, uneconomic operations, providing 
always that where the public necessity arises, arrange-= 
ments can be made to retain some service for the 
public with the rail carrier being reimbursed for any 
loss it might sustain, by means of payment from the 
public treasury. 

Some have suggested that the way to deal with 
branch lines, passenger services, and reorganization 
of railway facilities, is to force the railways to 
economize by suitably amending the CN-CP Act. I think 
that significant action has been taken in this connec- 
tion by the two railroads, particularly in the recent 
past, and is presently being taken, to indicate their 
earnestness ec iabeate together in their own interest, 
‘anle teat of the public, to achieve more economic opera- 


tion, and I would point to the recent activity in 
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(Macdougall ) 
1 
2 connection with passenger service changes and cases put 
3 before the Board concerning branch neg) aise the 
4)/ joint CN-CP committee on Passenger Services which is 


5 presently active in this regard. 


6 | Mr. Parker of the Manitoba Pool Elevators 

7 in his submission to your Commission urged that the 

8 railways should work with the local governmental 

9 authorities and affected industries in the reorganiza- 


10 tion of their plant to eliminate unnecessary facilities 


11 and services. There is presently in being a study 
12 group in Western Canada who are looking at all 

13 facilities and services there, in conjunction with 

14 local interests, in an endeavour to see what can 

15 be done to effect economies and more efficient opera= 


16 tion in the west. 


17 Q. Now, Mr. Dingle, would you be kind 
18 enough to tell the Commission whether you draw any 

19 particular conclusions from these facts which you 

20 have been telling us about? 

21 A. Well, all of this leads me to the 

22 eonelusion that the proposals and recommendations 

23 made in Canadian National's submission, supported | 
24 by this Commission in its report, and with the changes in 
25 | legislation which we suggest the Commission should 

26 recommend, will create the necessary climate within 

27 which these problems of reorganization of facilities 

28 and services can be effectively dealt with. I think 

29 it much preferable to proceed in this manner rather 

30 than by legislation directed at forcing the railways 
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to cooperate at the direction of some body, such as 
the Board. | 

Therefore, Mr. Chairman, it is our hope that 
the information which we have supplied, and suggéstions 
and recommendations which the C.N.R. have made will 
be adopted, because we are convinced that they are 
practical and will enable the achievement of more 
economic and efficient operation than can be hoped for 
by proceeding without the implementation of these 
redouncudsiienny 

MR. MACDOUGALL: Would you be good enough 
to answer the questions of my learned friends anc any 
that may be put to you by the Commission? 

THE CHAIRMAN: Before calling Mr. Cooper, 
your main chore to us is to establish climate? 

THE WITNESS: That is right, sir. 

THE CHAIRMAN: Do you know what Mark Twain 
said about the west? 


THE WITNESS s Yes, sir. 


CROSS-EXAMINATION BY MR. COOPER: 

Q. Mr. Dingle, in view of the full submis- 
sion which has been made and the amplification of 
various points in the submission which you have just 
given, my questions are few, but there are some points 
on which I would like to obtain further information for 
the Commission. 

You deal on pages 31 and 32 with centralized 


traffic control under the heading "Re-organization 
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‘ 


1 

2 of railway plant and facilities," 

3 And at page 32 you say that by the end of 

4 1959 Canadian National had 1101 miles of traffic equip- 
) ped with CTC, At that time installation was under 

6 way on a number of other subdivisions of which 330 

7 miles is expected to go into service in 1960, This 

8 programme is continuing. 

9 Upon the completion of the programme, Mr. 

10 Dingle, what will be the total number of miles of 

it track equipped with CTC? 

ia A, Under our five-year programme that 

13/ we set up for this type of installation, we will do 

14 about forty subdivisions with a total mileage of a 

15 little over 4,000, at an expenditure of something 

16 under 41,0 million apt des: 

17 » Qe Mr. Dingle, on page 39 you deal, com- 
18 mencing at the bottom of that page and extending over 
19 to the following pages, with merchandise services. 

20 We have had eviadaes with respect to the Canadian 

21 Pacific integrated merchandise service during the 

22 eourse of which we heard that the Canadian Pacific had 
23 a pilot operation in Vancouver and that it was contem-= 
24 plated that extension of merchandise services would 

25 be made next in the prairie provinces, and after that, 
26 if found successful, would move éast, | 

27 How does Canadian National's plan with 

28 respect to merchandise services differ from that of 
29 the Canadian Pacific? Would pu just tell the Commis- 
30 
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establishing merchandise services? 

AN Well, I think our brief, Mr. Cooper, is 
fairly clear on that point. Basically, I do not. think 
our plan differs to any extent as to the end result 
with that of the Canadian Pacific. We are presently 
concentrating a lot of effort in the maritimes with this 
point, and that you might say could be called our pilot 
run. We have extended our thinking in the matter right 
across the system. We are presently studying all 
freight shed handling methods, their part in the new 
scheme of things. In time we hope that this service 
called merchandise services will be extended across the 
system, 

Q. The freight shed improvements mentioned 
on page 39, paragraph 12 on vais eazon have a very 
direct relationship, then, to merchandise services? 

A. That is true. The old concept of freight 
handling through sheds may disappear pretty well, as 
they have been known, In other words, we will wipe 
out a lot of these sheds; concentrate our efforts on 
what we call rail heads that we are establishing now 
in various sections in the east, and in ae way we hope 
to give petter service to our customers and at the same 
time better our operating results. 

Q. What would be the difference -- for the 
benefit of the Commission == between present freight shed 
operations and your railhead operations? The freight 


shed operation would disappear? 


A,. Only that we would try by an elimination 
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of freight shed operations which are costly, and con- 
centrate them in one bigger effort at local points, 

Q. It is a matter of consolidation of small 
sheds into larger units; is that correct? 

A. That. is correct. | 

THE CHAIRMAN: Do you sds teleetion catlieiiad « 
with the C.P.R.? | | 

| THE WITNESS: I do not think we have in that 


field, to date, sir, but certainly there is nothing 


against it. 


MR, COOPER: Q. Mr. Dingle, while we are - 
on this point of collaboration which the Chairman has . 
raised, do the railways collaborate in the matter of 
ordering new equipment and in the design of new equipment, 
new types of freight cars and that sort of thing? 

A. yes, we have a joint mechanical committee,] 
Mr. Cooper, that has been established for some few years 
now, and they go into all such things as standardization 


of equipment, better métnods of building, improvement 


din designs all to get our requirements more or less on 
ENG 


the same base, and, of course, to cut cost of purchases, 

Qo This is a joint committee of the two 
railways, is it? The Canadian Pacific and Canadian 
National? 

A, Yes, sir. 

Q You might elaborate on that just a bit, 
if you will, Mr. Dingle, to give a little more detail 
on what matters are dealt with by that committee? 


A. Well, over the years we have built up 
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standards for equipment, some as required by the Board 
of Transport Commissioners, and some established by 
each railway on its own. And when we go to the car 
builder, for example, for an order on boxcars we have, 
in years gone by, beenmt perhaps to extra cost one 
against the other <= one company against the other -- 
because of our different design and specificatiors. 
We are trying to draw those together to make one 
common set of specifications for most of our equipment. 

Qo So, most of the equipment ordered, then, 
would be of common design and common specifications 
on both roads? 

¢ 

A. That is, in the more common type of car, 
yes. | a 

Q. And in the uncommon type of car, if I may 
use that expression, the matter of design is also a 
matter of cooperation between thetivwe roads? 

A. yes; 

Q. Onpage 41 under "Merchandise Services", 
you state; 

dub tava ebparstea piggyback service is, 

of course, an integral part of this 

basic plan of transit. Such service has 

been expanded considerably and several 

more expansions are in various stages of 

implementation." 
And, on page 44, at the top of the page, you say: 

"There is a possibility that a field 


exists in Canada for Plan III and Plan 
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IV, and the railway is presently 

engaged in estimating their bowie 

effects on other methods of transporta- 

tion offered the shipping public by the 

railway." 

I should like you to enlarge on that somewhat, if you 
will, Mr. Dingle, and indicate to the bidadocuen 

what expansions are in various stages of implementation 
or what more expansions are in various stages of 
implementation as mentioned on page 41, read in the 
light of what you say on page 44? 

A. Well, I think we are basically talking 
there of extending our services. The types, of 
eourse,are described under the various plans, but we 
are concentrating at the moment on Plans I and II3 
II being a railway operated service where we pidwicns 
flat car and the trailer, and in that ried, as related 
ta merchandising services, we feel that we can expand 
to a considerable extent by handling through these 
railheads, which I described before, trailers or flat 


ears and then trucking from there to destination, 
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That is one of the fields that we are considering and 
I do not know that I can say too much mee about our 
future plans. We have various schemes underw4a, that 
are being considered as to the best handling that can 
be given such services such as containerization and 
this operation, to some extent, on flat cars and also 
other methods more economical as related to our 
handling costs, I think, Mr. Cooper, the brief beyond 
that is pretty ieee a ie aie 

Q. Thank you. You do not mention in your 
brief anywhere plan 5 in piggyback operation. I was 
wondering what consideration had been given to that 
plan, if any. Plan 5 is the plan where, as I understan 
it, railroads carry their own trailers or common 
earrier truck trailers under joint rail truck rates 
on an end to end basis. Normally, this plan involves 
a truck road haul on one or both ends of the railway. 

A, Well, I am not competent to speak on 
that point particularly. We are not dealing with it 
at the present time although I believe our traffic 
research hes it in caved 

Q. I move on, Mr. Dineen to branch line 
abandonments and your seetion on branch line 
SP unaeanen octeehotson page 45, On page 47 you 
refer in the paragraph numbered 5 on that page to: 

"Camadian National continuously follows a 

policy of careful examination of its low 

density branch lines,” 


May I get some clarification or definite 


10 prerre social dose oot, we: io z taad woud 2 


sade ‘guantabdin somedon anoinsy past on peal, ve 


a 


a be con? ‘esizentainod as. ‘doe asolvres: a movin: 
ee 
o | 


7 : af ie on 
oem ane saat wal ibesd teed axis Of). a8 ‘benabinaas anted ons . 


i) “i 


_ 
<2 


‘eata. bas exse tal mo .sme etx. gato & oo queditenxeqo eked | 


5 
oth 

aio ot Setaiot as Les taqaoos oxo abort om xeride, oa 
| baoved: telud odd. seqdeG: eM ~— It. ae 809 an2cband 
” ots sna faxe aes ies ytsenrg, af PERE 9 


a 
i , oh adh one oD re en ; ’ : j - 
suey ai nolvwem son UD BOF. ~Hoy a weet a§ ae 
it | 
: f ¢ 


< og 
T bs 

ir yt Ps ae ree tee ee . ae 3 ee ade 
ssw I .mottessqo doadygatg at 2 aa lg etecwyas: roted’ fs 
- » ‘ | 


an face of seria. aged hed woliasebieno@® tace 2B epbiiih it i 
aa + } i q _ 1 § 
n bs - i 
- -_ i , - ah Si x o* my 
AMIBIST Sona 4. BH ~VISiy. a: af gq of , eh eed | YO. wt .oa.6q | 
i | ae re 
or ih ROBO 0 Bee Ley: Geo Pou YAS Sosotlles gee wt 


SF oe 
ee ee ee ee ee 
= = a. 


pe . i 
| .eevieval ocalq afte ,eEhiestot  .eteead.bne od Brea me. Mo 
| : ‘ 
ue 9 i 
" alin, 7, ro eT of a J se > ie, 
VSL LS -¥, bah , Gy } rf a E10 ; ty (it imax Dio ¢ Howes 8 : 
tA " if 
FoRe gre Pe eee ib ie a, Yrs * 
i? #808qa Ov vwittveqgae VO few tee a 
oe n ds P . ae as me . ook oo ; ol 
of. 2L dite gaileet tas eae oW , vineivotéieq dalog sady, 
br , 
i a i ae i inet 
y “a” ail ‘ad ~*~ mm cee ‘ ’ , 
olttax? mmo evelled I tyawottie emle tapes tq OF AR a 
al “8 " 
o9 ih | Ps : 
| | beed af 8f easel fonsonen F 
U ¥ 
of i 
er = a 
ed ion ¢ ? ’, 7 ~ ao ee =) ~~ ~~ E b4 
te sqifi doqaxd o¢ ,sfgnid ,.% .mo0 svom tT 2 y 
ay . 
vi 


a4 sali. aoss id 2 


POLReoe MIN, one sdorem “a 


: ist 
rot 2peq dad? mo ¢c betedana dgexgeneq ori’ a tT 


; 
. | . i, A - 
: | soy TF essq Mm . g ‘. 8 359 iO 2 DTaNTe o edeomeobin 
| : © 


B awollot Bon. ae atin fanmotianw rok bameD” » 


1tenkne: a istrers9. 
by o : al 

ia we ry oe c 
Panini: 


to wat 


os 


2 


i ©) a, eo) 


\o 


10 


ANGUS, STONEHOUSE & co.LTD. Dingle, cr.exX. 18657 
TORONTO, ONTARIO (Cooper ) 


information on the phrase "low density branch lines"? 
How would you define a "low density eae i or 
what do you consider to be a "low density branch line"? 

A, Well, of course, in travelling over 
these lines the local officers have a pretty good idea 
as to the state of business on a particular line, If 
they feel that we are not doing so well on a particular 
line then they institute a study. Now, we have no 
particular set rule for this sort of thing, we have 
based it on a loss of more than $500 per mile and we 
should take action, However, you can relate it to 
the 25,000 net ton miles,.the same thing, 50,000 gross 
ton miles, set your standards there, We have examined 
lines below that level quite often and we are working 
towards that end at all times, | 

Q. So these low density branch lines, that 
is not an expression which is capable of exact 
definition but something which is determined by 
examination by railway officials and the Meee ige ot 
their judgment as to whether a branch line falls into 
a class where more cost information should be obtained 
with respect to it and where it may possibly be a case 
for abandonment? 

A, That is right, and taking into account 
also the particular circumstances surrounding that 
particular area or line, 

COMMISSIONER BALCH: Excuse me for 
interrupting, Mr. Cooper, but there is a question that 


oceurs to me, We will say a low density branch line 
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leads into a town and the town is pretty busy within 
the town but the density over a branch line is very 
small. For instance, I often think of Guelph, I think 
that is a low density branch line from Stratford into 
Guelph. That line itself does not carry much freight 
but there is definitely business within the town, Now, 
would you make an application because of the low 
density on the branch line itself or would you take 

in the work that is done in the terminal as well? 

THE WITNESS: Well, both would have to be 
considered very carefully, one may outweigh | the other 
in those particular circumstances and certainly we 
would take those things into consideration, both 
the density on the line itself as well as the town or 
area or terminal on the line. 

GOMMISSIONER BALCH: You can see my point 
there, if you did take out that branch line that is low 
density you practically leave the town that it leads t 
isolated. That is taken into camsideration. 

THE WITNESS: Right. 

MR, COOPER: @. Om page 51 you refer, in 
the first complete paragraph on that page, to a study 
which has been started in the west on this matter of 
obtaining cooperation of provincial, municipal 
authorities and other persons in dealing with the 
branch line problems, How long has that study been in 
progress? 


A. Well, we did quite a lot of preliminary 


work in Montreal on it but it was officially established 
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in the west either in June or July of this year, 

Q. Is it perhaps, or is it too early to 
say yet that the railway embarked on a program, let 
us say, extending over a number of years and involving 
branch lines generally throughout the west? 

A, Yes, I think it would be spread over 
a number of years but as Par as we are concerned while 
the study is now going on in the west, that study will 
be extended to the entire system in time. 

Qs Will be extended in the same way, I 
presume, so you will meet with local leaders of 
government and business organizations and get their 
views on particular branch lines in the areas 
affected? 

A, Yes, that is our present plan, 

Qe On page 61 the suggested change to 
section 53, subsection 1 of the Railway Act is dealt 
with. Possibly Mr. Macdougall would want to deal 
with this. You still leave the power of the Governor 
General in Council over questions of fact, as I 
understand it, so the Governor in General in Council 
can on petition of any party and so on overrule the 
Board on @ question of fact. 

MR, MACDOUGALL: Mr. Cooper, this being a 
matter of change in the legislation it is pretty much 
a matter of procedure and this witness is not in a 
position to give you an answer to that, I think, 
as counsel, I would say that generally is the intent 


of the proposal which we make here. We do not wish 
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to withdraw from the Governor General in Council his 


normal powers but simply instead of these eases which 


have gone forward to the Supreme Court of Cané’a in 


the normal way, that there would be no further s,peal 
from there to the Governor General in Council in cases 
of that kind, 

MR, COOPER: I think it may generally be 
said to be true that in regulatory bodies questions of 
fact are for those regulatory bodies and on questions 
of fact there could be no appeal, their decision is 
final. However, this legislation intrigues me in that 
respect because it appears to me to give, contrary to 
what is the usual statutory provision with respect to 
regulatory bodies on questions of fact, and I was just 
wondering why the power still be left in the Governor 
General in Council to overrule the Board on questions 
of fact, 

MR. MACDOUGALL: I might say that the 
submission that we make at this time is solely in 
connection with the one point I spoke to earlier. Mr. 
Cooper's point is a very valid one and I think that 


will come up in detail in argument, However, the 


aspect of the matter of the appeais to the Governor 
General in Council which we feel should be brought 

to the attention of the Commission in this submission, 
There may well be said about Mr. Cooper's suggestion 
that it will be dealt with in argument fully. 


MR, COOPER: Q. On page 84 you deal with 
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the question of road-rail integration and in the first 
complete paragraph from that page you pee 
"Canadian National does not regard 
competition between the railway and private 
truckers as c fight for survival. Canadian 
National is not in any way interested in 
driving the independent trucker out of 
business, Both the railway and the truck are 
tools of transportation and in the best 
interest of the shippers and receivers =~ 
the users of the service -- each tool should 
be used as it is best suited, What is needed, 
therefore, is an intelligent recognition of 
a competitive co-existence and the development 
of a coordinated rail highway system in which 
each form of transportation would play the 
role which it best fits," 
What obstacles, if any, have you encountered 
or would you expect to encounter in this field owing 
to the fact that jurisdiction over motor trucks and over 
highways, speaking very generally, is vested in 
provincial governments and not in the federal 
government. 
A, Well, I see no great difficulty in it, 
Mr. Cooper. Our plan for trucking generally, as you 
know, is to associate ourselves with existing lines who 
also have a franchise, I think that in a large measure 
Been will be of assistance to us, plus the fact 


that I think we have the cooperation of some provinces 
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1 

2 in this field and they will assist where they can to 

3 enable us to operate as we intend. | 

4 Q. This matter that I have touched upon 

5 is not a problem at the moment amd you do not expect 

6 it to be a problem? 

7 A, I do not think so, sir. 

8 Q. On page 85 at the top of the page you 

5 state: 

10 "As the pattern of railway trucking operations 
11 in coordination with railway facilities 

12 becomes established and recognized, Canadian 
13 National is convinced that it will bring 

14 into being a very desirable Dr eee of 
15 the transportation industry in Canada and 

16 the elimination of a number of uneconomic 

17 practices," 

18 What uneconomic practices do you have in 

19 mind in writing that sentence? 

20 A, Well, I think it can best be stated 

21 this way: we know that in mass transportation or in 
22 long distances the railway transportation is the 

23 cheapest but when there becomes a combination movement 
24 such as between the main line and a branch or fanning 
25 | out from main terminals we think there is a place for 
26 an integrated rail truck service. In that way we 
27 would hope that it would eliminate these uneconomic 

28 practices of that nature, 

29 Q. The uneconomic practices whereby now 


30 trucks do take long hauls which could more efficiently 
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1 
2 be w-— 
3 A, Well, we have not the facility to combine 


4 the two where the need would be most profitable %o the 
5 railway. 
6 Q. Well, it gets down to this, I suppose, 


7 that what you are suggesting is that under present 


8 conditions and aircumstances railways may be involved 
9 in short haul movements which the trucks should be 

10 involved in rather than the railways and in long haul 
11 movements the railways should be used in most cases 
12 exclusively and trucks not used in such long hauls, 
13 A. Yes, basically I think that is the 


14 principle, 


15 MR, COOPER: Thank you very much, 
16 
17 
CROSS-EXAMINATION BY MR, SMITE: 
18 
19 QQ. Mer. Dingle, I have a very few questions 
20 to ask you, There is one question on which I would 


21 like a little information and that is at page 43 of 


22 your precis in the second complete paragraph where you 
23 say: 

24 "Tt became international on March 10, 1959, 

25 | when service was inaugurated between New York 
26 and Toronto," 

Zi, The question I wish to put to you is, has 

28 your company found this experiment in the field of 

29 international piggyback successful? 


30 A, Fairly so. I think it could be more 
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successful but it has worked out very well, 

ey And has the volume of this traffic met 
your expectations? 

A, EL cea have to consult Mr. Hart there, 
I have not the figures to answer your question. 

Qe Do the users of the service appear to be 
reasonably satisfied with it? 

A, yes, siz. 

Q. And is it a fair deduction, therefore, 
that the service of this international nature may be 
expanded in the future? 

A, Well, it could be, although I know of 
no such plan at the moment. 

Qe Has your company not also established 
recently piggyback service between certain Massachusette 
and New Brunswick points on the one hand and Hamilton, 
Port Credit, Toronto and Montreal on the other? Do 
you know about that expansion? 

A. I could not answer, Mr. Smith, 

Q. You do not know? 

A. I do not know, 

ey On page 44, Mr. Dingle, you discuss 
future changes in piggyback and containerization and 
I observe that you state: 

"Another, more intriguing, is the elimination 

of the flat car itself by equipping a semi- 

trailer with both rubber tired wheels and 
flanged wheels, and stressing the vehicle 


so the same may be operated in train lots," 
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This movement of highway trailers without 
running wheels and axles, could you eniares upon that 
statement as to why you consider it more intriguing 
than the other? 

A, Well, It would be better stated this 
way: it is a novel plan, I think it is somewhat far 
distant at the moment because by the time you build the 
strength into a trailer to take train operations you 
really have to spend a lot of money. While it is being 
considered, it is something for the future as far as I 
can see, 

Q@. And on page 44 your precis mentions also 
intercontinental containerization., You may recall that 
last week we heard evidence from the Canadian Pacific 
Railway that their company had experimented with the 
government on freight in containers via Montreal and 
points overseas, Has your company done anything of 
this nature? 

A, Well, mot in the same light as that of 
the Canadian Pacific but we certainly are considering 
16 with respect to our movement from the main line to 
Newfoundland. 

Q. Newfoundland? 

A, Yes. 

I was concerned about that. 


A. That is under study now. 
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1 bas 

2 Q. You are studying that? 

3 A. That is right. 

4 Q. And have your studies developed to a 

5 certain extent at the present time? 

6 A. Yes, they have, even to the point of 

7 ship design, and so on, to take care of these specia- 

or ides. a+ 

9 Q. The matter is being actively dealt with? 
10 A. Very actively, yes. 

11 Q. Do you apply that experiment to any 

12 parts of your domestic service apart from Newfoundland? 
13 Ao I don't think so at the present tine, 

14 no, 

15 Q. Have you any in mind? 

16 A. Certainly, if we are successful, 

17 Q. If you are successful in Newfoundland? 
18 A, If we see the need, we will go right 


19 towles 


20 MR. CARTER s Mr, Chairman, before torning to 
21 my examination of Mr, Dingle I would like to go back 

22 to the editorial which my learned friend Mr. Sinclair 

23 referred to this morning. In so far as that 

24 editorial contained 4 comment having to do with the 

25| c.P.R. brief I say nothing. I was, however, shocked 

26 -- and I used the word advisedly -- to hear the comments 
27 contained in the editorial having to do with Mr. Mann. 
28 I knew that I speak for my clients the Government of 

29 the Province of Saskatchewan and say that there is 


30 no question in its mind,or in the mind of anyone else, 
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+ 


of the complete impartiality of Mr, Mann and, indeed, 


‘ 


every member of the Commission, 


THE CHAIRMAN: Thank you. 


CROSS-EXAMINATION BY MR, CARTER: 


Q. Mr. Dingle, I have one or two questions 
to put to you having to do with your integrated rail- 
highway operations: can you give me the names of the 
trucking companies which are owned or controlled by 
the Canadian National Railways? 

A, Mr, Macdougall has assembled that 
information, and I will read the list. 

Qo Thank you. . 

A. The Midland Superior Express Limited. 
Wouldyou like their location, or anything of that 
nature? 

Q. I should like to get some general 
idea of rhefores in which they operate, I am not 
interested in getting any detailed answer on that 
point, but as you go through if you could give me 
a general idea of the area in which each of these 
companies operates it would be helpful. 

A. I am afraid I haven't the detail on 
all of them. Could we supply that to you? 

Qe Yes, to the extent you have that infor- 
mation before you you might perhaps be good enough 
to give it as you go along, however. It was 
Midland Superior? 


A. Midland Superior, yes. 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18668 
TORONTO, ONTARIO d 
(Carter ) 


MR, MACDOUGALL: Perhaps I may make a 
statement, Mr. Chairman. Mr. Pies veal for 
the Peosinee of Quebec, asked counsel for the Canadian 
Pacific and Canadian National for information concerne 
ing subsidiary trucking operations, and we -=- that is, 
Mr. Sinclair and we -- have supplied to Mr, Fournier 
some detail of this matter and copies of this cor- 
respondence has been filed with the Commission, While 
Mr. Dingle is quite prepared to answer any question 
he can of Mr. Carter I might read into the record the 
names of these companies of Canadian National’ and 
the detail of their operating areas, 

MR. CARTER: Yes. I gather this is the 
letter my learned friend Mr. Fournier started to refer 
to in his examination of Mr. Hart, and I think my 
learned friend Mr. Fournier was going to suggest that 
the pel sel lawen deer ais go in the record, and if that 
was his intention, that might shorten it and I would 
have no objection to that being done, 

MR, MACDOUGALL: We have no objection to 
that being done. 

THE CHAIRMAN: No, 

MR, MACDOUGALL: Then, it will go into the 
record; 

MR. CARTER: Thank you. 

MR, MACDOUGALL: Perhaps at that point, Mr. 
Chairman, that letter could be taken directly into the 
transcript. 


THE CHAIRMAN: Yes, taken into the record. 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18669 


TORONTO, ONTARIO (carter) 
1 

2 CANADIAN NATIONAL RAILWAYS 

. 

4 - At Ottawa, Ont, = 

: October 29, 1960, 

6 File: 37627-6 

7 Mr. Geo. Rene Fournier, Q.C., 

Price Building, 
65 Ste. Anne Street, 

8 Quebec, Que, 

9 Dear Sine 

10 This will acknowledge your letter of 
i October 15th enclosing copy of your letter to Mr. 
12 Sinclair, Vice-President, Canadian Pacific 

13 Railway, requesting certain nformation as to 

14 highway subsidiaries of the Canadian National. 

15 As you know, the Canadian National has 
16 operated highway vehicles through its Express Depart- 
17 ment in various cities in Canada for many years, 
18 and, in addition, it has carried out limited 

19 highway operations for a number of years through 
20 its fully owned subsidiary, Canadian National 

21 Transportation Limited. Also the Canadian 

22 National is presentiy in the process of acquiring 
23 Loterests in a number of motor carrier companies 
24 as referred to on page 84 of its submission to the 
25 Royal Commission, These acquisitions, of course, 
26 are not as yet all completed. 

27 Canadian National Transportation 

ee Limited, having its head office at Montreal, is 

o? fully owned and operated by the Canadian National 


30 Railways. It is a Dominion company and holds 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr=-ex 18670 
TORONTO, ONTARIO 
(Carter ) 


franchises on all major highways Shroughout Nova 
Scotia for general freight limited to the carriage 
of freight for and on behalf of Canadian Naticnal 
Rallway Company and shipped by Canadian National 
Railway Company. While highway services have been 
operated in Nova Scotia by this company since 1940, 
specific licensing was not required until 1959. 

It also holds extra-provincial licence from Nova 
Scotia. 

This company also holds licences for the 
carriage of general freight of the Motor Carrier 
Board of the Province of New Brunswick over most of 
the main routes in that province, these licences 
having been obtained since 1956, 

It does not hold any licences in the 
Province of Quebec, It holds licences in Ontario, 
some for general traffic and others for purely 
railway traffic. Some of these licences date 
back to 1940, Many of the licences in Ontario 
which extend throughout the province cover only 
local traffic between areas originally served by 
rail services, which have been discontinued. 

In Manitoba this company holds a station- 
to-station licence to handle general freight in the 
area about Winnipeg, and, in addition, it serves 
all points en route between Flin Flon and The Pas 
via Highway No. 10. iif 


In Saskatchewan it holds licence between 


Regina and Weyburn via Highways Nos. 6 and 39 for 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18671 


TORONTO, ONTARIO 


(Carter) 


for general merchandise and from Weyburn to 
Radville and Radville to Regina. | 

It does not hold any licences ir 
Alberta or British Columbia. 

This company also operates bus ser- 
vices in Ontario between Fort William, Port Arthur 
and Geraldton and between Geraldton and Longlac. 

In general its truck routes and the 
Lakehead bus service are parallel to existing 
Canadian National lines. Many of the truck 
routes and the Fort William-Longlac bus service 
are in substitution for rail service of various 
types. In many cases the rail lines are still 
operating for other traffic. 

The freight rates charged on this 
company's truck routes are generally governed by 
railway freight tariffs. Its passenger tariffs 
are approved by the Ontario Department of Transport. 

It operates 53 trucks, 38 tractors and 
41 trailers. 


Eastern Transport Limited. 


Head offices Truro, N.S. 

Purchased by the Canadian National in 
October, 1959. This company holds licences from 
the Nova Scotia Public Utilities Commission to 
transport general freight on all the main highways 
of Nova Scotia serving Amherst, Halifax, Truro, 
New Glasgow, Antigonish and Mulgrave, excepting 


the Island of Cape Breton. 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18672 


TORONTO, ONTARIO 


(Carter ) 
1 
2 | | It also holds franchises from the New 
3 “Brunswick Motor Carrier Board for the ee eke tie 
4 vincial carriage of furniture and for the extra- 
5 provincial carriage of general freight between the 
6 Nova Scotia border and Moncton, N.B. and Camp 
7 Gagetown, N.B. 
8 Sydney Transfer and Storage Limited, 
9 This company was purchased by the 
10 Canadian National in October, 1959. 
11 It holds licences of the Nova Scotia 
12 Public Utilities Commission for the carriage of 
13]. general freight between any point on the Island of 
14 Cape Breton over all highways in the Province of 
15 Nova Scotia and from any point on the mainland of 
16 Nova Scotia to any point on the Island of Cape 
17 Breton. 
18 It also holds licences from the New 
19 Brunswick Motor Carrier Board as a furniture carrier 
20 over all highways in New Brunswick and for the 
21 carriage of general freight from the Nova Scotia 
22 border to certain points in New Brunswick. 
23 Empire Freightways Limited, 
24 This company was purchased by the 
25 | Canadian National in 1960, It has its head office at 
26 Saskatoon, Sask., and holds licences from the 
27 Saskatchewan Highway Traffic Board as a Class A 
28 Carrier covering the routes between Saskatoon to 
29 Melfort, Nipawin, Tisdale and Codette, Also from 


30 and to Saskatoon and Regina and points east of the 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18673 


TORONTO, ONTARIO conten) 
i 

2 Province of Saskatchewans from Prince Albert 

3 and North Battleford to and from pve east of 

4 Saskatchewan and also for transportation of 

5 general merchandise in the area of the city of 

6 Saskatoon and municipalities in that vicinity. 

7 | It also holds licences from Manitoba 

8 Public Utility Board as a Federal carrier covering 
9 the route from the Manitoba-Saskatchewan boundary 
10 to Winnipeg and return and also is authorized to 

11 transport general freight and livestock to and 

12 from Melfort, Tisdale and Saskatoon for inter- 

13 provincial business. 

14 East-West Transport Limited. 

15 This company was purchased by the 

16 Canadian National in 1960 and has its head office 
17 at Winnipeg, Man, 

18 It holds licences to transport general 
19 merchandise extra-provincially to and from the 

20 major western Canadian cities, i.e., Vancouver, 

21 Calgary, Edmonton, Saskatoon, Regina and Winnipeg. 
22 The Ontario points of Toronto, Hamilton, Windsor, 
23 Sarnia and Kitchener can be served extra-provin- 

24 cially to and from the four western provinces. 

25 The Province of Quebec @n be served to and from the 
26 western provinces through interline arrangements 
27 at the Quebee border, Saskatchewan is the 

28 only province in which intra-provincial rights 

29 are held covering approximately 105 miles from the 


30 Manitoba-Saskatchewan border to Indian Head, Sask. 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18674 
TORONTO, ONTARIO (Carter ) 


Midland Superior Express Limited, 


The Canadian National holds an option 
to purchase this company. Its head office is in 
Calgary, Alta. 

This company holds extensive operating 
rights in Albertra which permit it to carry on 
intra-provincial operations throughout the 
province and interprovincial operations between 
Alberta and the other provinces of Canada. It 
holds interprovincial rights from the provinces 
of Quebec and Ontario which enable it to handle 
general merchandise and perishable traffic to and 
from any point in Southern Ontario, or Montreal, 
Que., on the one hand; to and from any point in the 
Province of Alberta on the other, using either all- 
Canadian route or the United States route. 

The information requested respecting 


tonnage carried by each of the above services is 


not readily available. 


The information you requested concerning 
gross revenues and profits and lesses is, of course, 
restricted information, which we are not prepared 
to disclose for very obvious policy reasons. 

The passenger operations by highway are 
limited to those of Canadian National oahapcuraecen 
Limited, above explained, which are very minor in 
character. 

The Canadian National does not operate 


its Express services as a separate corporate entity, 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18675 
TORONTO, ONTARIO 
(Carter ) 


but provides these services by means of its 
Express Department, exercising the Leder given 
the Canadian National Railway Company by statute 
in this regard. These operations are generally 
local in character and supplementary to general 
rail service. They include, of course, the pick- 
up and delivery service for Express traffic in 
major cities and towns. 

I regret I do not have available the 
number of vehicles eis by the subsidiary come 
panies referred to above, with the exception of 
Canadian National Transportation Limited, whose 
equipment particulars I have given, but will 
endeavour to obtain this information and will supply 
it later, if possible. 

I have sent a copy of this letter to 
the Secretary of the Royal Commission. 


Yours truly, 


General Solicitor, 


ec: Mr. F.W.Anderson, Secretary, Royal Commission 
on Transportation, Ottawa, Ont, 


bec: Mr. I. D. Sinclair, Vice-President, Law 
Dept., C.P.Ry., Montreal, Que, 
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TORONTO, ONTARIO i Dingle, CPx 18676 
(carter ) 


CANADIAN NATIONAL RAILWAYS 


- At Ottawa, Ont. = 
October 31, 1469. 
File: 37627-6 

Mr. Geo. Rene Fournier, Q.C.; 

Price Building, 

65 St. Anne Street, 

Quebec, Que, 

Dear Sir: 

Further to my letter of October 29th 
regarding highway subsidiaries of the Canadian 
National. | 

I have now been able to obtain figures 
on vehicles contained in the fleets operated by 


subsidiary companies referred to in my previous 


letter, and these are set out below for your 


information: 
No.of No. of No. of Trucks 
Company Tractors Trailers (For local delive 


Midland Superior 
Express Ltd 100 135 26 


East-West Trans- 
port Ltd. 29 TT el 


Empire Freight= 
ways Limited yd 68 80 


Eastern Trans=- 
port Limited 15 18 15 


Sydney Transfer 
& Storage Ltd 11 20 25 


Copy of this letter is being sent to 
the Secretary of the Royal Commission. 


Yours truly, 


General Solicitor 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18677 
TORONTO, ONTARIO (Carter ) 


2 THE WITNESS: I think I shoula correct 

3 myself; Mr. Carter, in regard to the Res L did 
4/1 sive as to the Midland Superior, 

) MR. CARTER: Q. Midland Superior Express 
6| timitea? 


7 A. That is one company that we are negotia- 


8 ting with; we don't as yet. 


9 Q You are reasonably hcepeful it may be 
10 acquired? 
11 MR, MACDOUGALL: On the information contained 


la in that letter we have an option to purchase that 
company . 

14 MR. CARTER: @Q. Does any one of these com- 

15 panies listed in this letter, in turn, owna@ control 

16/ any subsidiary highway operation? 

17 As I am sorry, Mr. Chairman, I am at a 

18 Gisadvantage here. The counsels have been dealing 

19| with this matter and I would like Mr. Macdougall 

20| to handle it if he would, 

21 MR, CARTER: Perhaps the information is 

22 mide in this letter? 

23 MR, MACDOUGALL: Full information concerning 

24 the question of our subsidiary truck operations is 

25|  gontained in that letter. 

26 MR. CARTER: Thank you, Mr. Macdougall. 

a7 THE CHAIRMAN: I think we might adjourn now 

28 and get this straightened out, 

sis MR, CARTER: Yes, thank you, Mr. Chairman. 


---[Luncheon adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. Dingle er.ex 18678 
3d ° e 


TORONTO, ONTARIO 


(Carter) 
1 
2 --- On resuming at 2 p.m, 
P 
4 THE, CHAIRMAN: Order, please. 
5 MR, CARTER: @Q. Over the noon hour, Mr, 
6 Dingle, I was able to go through copies of the letters 
7 which the General Solicitor of your company wrote to 
8 my learned friend, Mr. Fournier. 
9 From them, I think I have the information 
10 which I was asking of you, 
11 Now, each of these various trucking 
12 subsidiaries owned or controlled by your company, as I 
13 understand it, holds licence rights permitting it to 
14 transport general merchandise within certain areas or 
15 between certain terminals; does it not? 
16 A. TOS ¢ 
17 Qe Yes. And, by the way, by general 
18 merchandise I take it we are talking about the same 
19 thing? I mean goods of every kind and description; 
20 you understand that phrase that way? 
1 A. es. 
oy) Qo Yes, Now, as I read your company's 
23 submission, these subsidiaries were acquired by purchas 
24 in every case; were they not? These trucking subsidiaries? 
95 | As That is correct, yes. 
26 Q@. And prior to such acquisition, each of 
27 them was an independent truck operator? .. 
28 A, That is correct. 
29 Q. Now, I gather from your submission, and 


I think in particular this is mentioned on page 84, 
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ANGUS, STONEHOUSE @co.tto. Dingle, cr.e@x, 18679 
TORONTO, ONTARIO (Carter ) 


that your company's present policy is to enlarge its 
highway operations? | 

A, That is correct, yes. 

Qe And is it your company's policy tnat this 
will take place through the acquisition of further 
independent truck operations? 

A, That is a part of the plan, yes. 

Perhaps I should go back, Mr, Carter, when 
you asked me whether we acquired these trucking companie 
by purchase. The outside ones, yes. Was there some 
question of Canadian National Transport that you wanted? 

Q. I appreciate your point, This, of course, 
was as far as Canadian Transport Limited is concerned, 
that company was not so acquired. 

A, No, that was a subsidiary of ours. 

Qe Yes. The others, however, were acquired 
by purchase? 

A. Yes, that is right, 

Q. Now, Mr. Commissioner Platt, I think it 
was, this morning put a question to Mr. Hart, and this 
perhaps touches upon the same area that I am dealing 
with. A question was put to Mr. Hart having to do with 
an amendment which your company proposes to section 156 
of the Railway Act. That amendment appears at page 69, 
I believe, of your company's brief. Yes. Do you have 
that before you? 

A, I do. 

Q. Yes, And the effects of the amendment 


which your company recommends, which appears at pages 
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ANGUS, STONEHOUSE & co.tto. Dingle, ¢cr.ex, 18680 


TORONTO, ONTARIO (carter) 
1 

Z 70 and 71 of the submission, would be to permit 

3 agreements to be made between the rail a highway 

4 carriers for the establishment of continuous routes 

5 and to prevent the division of earnings from through 

6 movement, That would be the effect of the amendment; 

7 would it not? 

8 A, Yes. 

9 Q. Yes. Now, the question, as I understood 
10 it, which Mr, Platt put to Mr, Hart was in effect this, 
11 that if that recommendation was taken up by the federal 
12 government and the Railway Act was amended, whether 

13 this would have any effect on your company's policy of 
14 acquiring further truck operations. And, as I understopd 
15 Me. Hart's answer, it was that indeed this might or 

16 would have an effect on that policy, You understand 

17 me? 

18 A, It could be, yes. 

19 Q. Well now, if that amendment were passed, 
20 am I to understand, then, that this would mean that 

21 your company would stop its policy or plan of 

Ze acquiring further independent truck operations? 

23 A; Well, I think it would all depend on 

24 circumstances, Mr. Carter. 

25>| I am at some disadvantage here at this date 
26 because you must appreciate, and I think it can be 
27 taken from our brief, that we are just in a transition 
28 period in developing this whole area, and to state any 
29 definite policy beyond what we are now figuring on 


30 and as stated in the brief, I think I would be speaking 
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ANGUS, STONEHOUSE a@co.tto. Dingle, cr.¢éxX. 18681 


TORONTO, ONTARIO (carter ) 
1 

2 a little out of turn. tao not know. 

3 Q. This is not, however, an secre 

4, proposition, I take it? 

5 A, No. 

6 Qe Certainly your company's present 

7 position is not this; that if you do get this amendmen 
8 to the Railway Act, then without question you would 

9 not be acquiring trucking operations? 

10 A. I think that is correct, yes. 

11 Q. Now, as I understand your company's 

12 position, as far as highway operations are concerned, 
13 essentially you seek to tie your highway operations 

14 in with your rail operation; is that correct? 

15 A, That is correct. 

16 Qi go that your highway operations, then, 
17 essentially will complement your rail operation? 

18 A, That is right, We intend to integrate 
19 the two where it will best suit the means of 

20 transporting by @rucks. 

21 Q. All right, But by integration, as you 
22 use that word, your company means a complementary 

23 operation; does it? 

24 A, I think that is -- I think it is fair 

25 to state it that way. I could perhaps enlarge a little 
26 bit. What we mean by integration is combining the 

ZT services of the railway and the trucks together; a 

28 combined service using features of both suitable to the 
29 expeditious handling of the traffic. As I said 

30 previously, for example, piggyback service or the 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, ¢r.ex, 18682 
TORONTO, ONTARIO (Carter ) 


replacement of branch line service by feeder truck 
lines; also, merchandise servicing ue bet on Canadian 
National where 1.c.1. traffic is handled over long 
distances by rail and distributed over shorter 
distances by railhead, by use of trucks, That is what 
we mean by integration. 

Q. Yes. You have mentioned there the 
setup of a series of railheads? 

A, That is right, 

Oy And I think in your evidengce -= or 
perhaps it was Mr. Hart -- your evidence earlier, 
as I understood it, suggested that essentially your 
truck operations would consist in this, that these 
series of railheads would be set up and then your 
truck operations would fan out from these railheads? 

A, That is the concept, 

Q. Having that in mind, I was wondering 
how you would apply that concept of a complementary 
truck operation to the rights held by East-West 
Transport Limited, Perhaps I should put that another 
way. 1 was wondering how you would tie in the rights 
held by that particular subsidiary with such a scheme, 
Again, this is East-West Transport Limited, and I 
think I am correct, from the letters that were filed, 
in saying that that company operates to begin with 
solely in the inter-provincial field; does it not? 

A. Yes, that is as I recall it, 

Q. And in particular that company holds 


inter+provincial general merchandise rights permitting 
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ANGUS, STONEHOUSE & CO. LTD. Dingle » CY.CX, 18683 


TORONTO, ONTARIO (Carter) 
1 

zZ it to run from Vancouver to Calgary and to Edmonton 

3 to Saskatoon and Regina. Those are aa it of the 

4 rights held? 

5 A, Yes, that is right. 

6 Q. And the other rights which that 

7 company holds, just to deal with them generally, 

8 permit it, again, to participate in inter -provincial 

9 traffic from points in the west to Ontario. That is 
10 eorrect, is it not? 

11 BR, *Tes, 

12 Q, And the points in the west, I suppose, 
13 would be the points in Alberta? 

14 MR, MACDOUGALL: Mr. Dingle has not got the 
15 detail of the information of these actual franchises 
16 before him, Mr. Carter has what we gave him in the 

17 letter. I do not think we can more specific at the 

18 moment, 

19 THE WITNESS: Just how the whole plan will 
20 work out, I think I should say again, we are not just 
21 positive. We are in the transition stage, so I cannot 
eZ answer you specifically on these points at the moment. 
23 MR, CARTER: Q. This particular subsidiary 
24 -~ East-West Transport Limited -- as I understand it 
25 | was only acquired this year, was it not? 
26 A, I believe that is correct, 
27 THE CHAIRMAN: This spring; was it not? 
28 MR, MACDOUGALL: Yes, and this is all 

29 contained in the letter. 


30 MR, CARTER: Q, As I understand it, then, 
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ANGUS, STONEHOUSE & co.Ltto. Dingle, cr.ex. 18684 
TORONTO, ONTARIO (Carter ) 


Mr. Dingle, you are not able to suggest just how the 
operations of that particular subsidiary Ragia be 
worked into this concept of a complementary rail truck 
operation? 

A, I am sure it will, but I cannot give 
you the details. I do not know, 

Qo Similarly, with Empire Freight Ways 
Limited -- this, again, is another of the trucking 
subsidiaries; is it not? 

A, Yes, 

e. And I think the essential or most 
important run that that company operates is, again, 

a movement of inter-provincial traffic, is it not? 

A, That is what I understand, yes. 

Qo And in particular moving from Winnipeg 
to certain Saskatchewan points? 

A. Correct. 

Q-« Including Saskatoon? 

A, Yes, that is right. 

Qe Yes, Now, again, here,are these 
particular trucking rights operative in some way which 
is complementary to your rail operations? 

A, Not as yet, Mr. Carter, As I explained 
before, we are in the transition period. We have not 
our plans laid completely as yet, 

Q. It is the intention, is it --+-? 

Ai It is the intention. 


Q. .-- that this particular subsidiary or 


the rights held by it will be in some way made 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, cr.ex. 18685 
TORONTO, ONTARIO (Carter ) 


complementary to rail? 

A, Yes, that is our hope, 

Qe Including this inter-provincial run 
that I have mentioned? 

A. Correct. 

Qe If I am a shipper in Winnipeg and I want 
to move traffic to Saskatoon and I could, of course, 
move it iby rail, and by C.N.R.; could I.not? 

A, Yes. 

Q. That is -= you have, of course, a rail 
eonnection? 

A. That is correct, 

Q@. Yes. And at the moment I could move it 
via your subsidiary, Empire Freight Ways Limited? 

A. That is right. 

Q. So then, as far as that particular 
subsidiary is concerned, to some extent, I suppose, 
it is competing with your rail operation at the moment; 
is it? 

A, Yes, you could class it or state it that 
way, yes. 

Qe Do you anticipate, as far as the 
trucking subsidiaries are concerned, applications to 
the appropriate licensing authorities to vary the 
rights which subsidiaries hold in order that they may 
be operated complementary to rail? 

A, I do not know just what would be 
required there as yet, Mr. Carter, I am unable to 


answer it specifically. 
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ANGUS, STONEHOUSE &co.tto. Dingle, cr.ex. 18686 
TORONTO, ONTARIO (Carter ) 


Q. At page 85 of your submission you ae, 
in the first sentence on that page -- ate say, in 
part, that the coordination of rail and truck operation 
will -- and I am quoting here Hs fas, Caee Lh will 
bring into being a very desirable stabilization of 
the seanepertation industry in Canada ..." 

Do you see that? 

A, Yes, 

Q. What do you mean by that, Mr. Dingle? 

A, Well, I suppose you could describe it 
in many a) Mr, Carter, but as we see it, with the 
acquisition of these companies, to wrap it into one 
service with the railways, and that is it. That is 
stabilization in my book. 

% Well now, here in the words which are 
used in the brief; they are general, As I read them, 
you saw this policy of your se as being not only 
stabilization to your company's operation but to the 
transportation industry as a whole in Canada. Is that 
in fact what you are suggesting, or are you limiting 
your comments to your own company's operations? 

A, No, I think it is just what the brief 
says, Mr. Carter, That is my concept of it. 

Q. That this will have its effect throughou 
the industry as a whole? 

A, I believe so, yes. 

Q. In dealing with your program of 


merchandise services at page 40, I think it is, of 


your brief, you say that one goal of that program is to 
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ANGUS, STONEHOUSE & CO. LTD. Dingle, ecr.ex, 18687 
TORONTO, ONTARIO (Carter ) 


publish one set of rates, 

What do you mean by that, Mr. iia 

A, In the overall, you mean? 

Qe Yes, that is, you say --- 

A, In the integrated service of road and 
highway operation as related to any merchandise servicing? 

Q@. Yes. At page 40, in the second paragraph, 
you speak of ultimate goal or goals of this program 
which you term cacebandioe services -- do you not? 

A, Yes. 

Q. And one of the goals set out there is 
your hope, in effect, that you would be able to present 
to the shipping public one set of rates, Just what 
do you mean; or, what is meant by that? 

May I put it this ways how would this differ 
from the present situation? This would be some sort 
of a joint rate, would it? 

A, A joint rate, rail and trucking, as I 
understand it, 

Qe And, again, when your program is fully 
worked out,as I understand it, you would have one 
staff soliciting freight for both the rail and truck? 

A, Correct, 

Q. Would you look forward, then, to a 
system by which that freight would then be divided 
between the rail and road operation after having been 


solicited? 


_ 
ae af: aes 


| | 1@ r — - rn * sf : 
solange com «Seid of mae wor at wenn A 
iP Wy Weer ee 
y= 


u 


| Semen uy <ftwsove ond rae 


7 


om yaa Loy at dads vast: 


bat bso to eo bree bevsy ryedint rid ae vents ap: bells) 


* 


tolysee ee linariors me a be — es sostsrsq anette 


Ne 
> 


aqeTpStsg Haooss grit nt oF eaeq a. eet « Rg .. 


& ( ‘ # ‘ 


ASTRO TA std? to alsog *o ‘8 odewtt Lat to umeee: woe 


Jom voy of ~~ assoly rer eathumitoces MIST NOY sioksia 


ee Wee wile A 


ae ae os 


7 eed. \ ee Th a aS 
sh at gran? dg90 Jee 2 i SOS any To eno Peté ale as 
ie | 


= 


= 


Gueaony of sida -ed Divow voy Vande FosTie - a sqort 00% 


tedw tev, ester To tee sme of ide antagtiis ett of + 
3 4 


ag AS. SS 
of 


eo 


| ; 
| | Seeded vd Teaco ws Yectw 7 10 .a8om Hot vi ig 


“stLib efdd bivew wod s:yaw etd® Gi Joa IT yaw. 2 
f ’ a 


dvoe esaoe ed bivew sid® ‘aoldenstie dns eong o6i¥ mort 


av 


tt biuow . ste" dHiteh Blo 


I es .nittowtd baa [tert ,sdat sakot A yA 


,oef baad erat ‘a 


a), 


= + it » ran fs ee Ah Pagan ge bed ei way’ “ @ Tay gote sh : ; 
¥ f EGG, &2 Mia "te os J et ey MSc LS 2.8 eM” ol ay i) ; 


i sao evaed bivow soy ,tf bagvershan Tf ae,tn0 belaon, ¥ 
UF, ai Ms . af 7 ae - - 

On : @ ’ ey 

a i 


er Sagoung? bas {te odd diod cet ties ane notvtollos Tia 


Oo Co sn 


10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 | 
26 
27 
28 
29 


30 


eS dacciccam | BARELOY, Crees Sats 
(Carter) 


A. Well, it would depend on clrcumstances, 
I think I have described it before by saying we would 
work that to meet whatever situation existed and 
which was most likely of success in our endeavour to 
better our service to the customer, 

Q. I take it that one of the long run aims 
of this programme would be to recapture traffic which 
had been lost from the rail to the road, would it not? 

A. very much so, yes. 

Q. In that connection, Mr. Dingle, has your 
company, and in connection generally with your pro- 
gramme of rail-highway integration, given any thought to 
proceeding under that section of the Canadian National- 
Canadian Pacific Act which permits of arrangements 
for joint highway service between the two railway 
companies or for highway and rail services combinations 
between the two rail companies? Has this been con- 
sidered? 

A. It may have been considered, but to my 
knowledge at the moment it is not being considered, 
Perhaps I should clarify my answer previously when you 
spoke of the one rate under emergency service, that 
refers really to l.c.1l. and express, that is, combined. 

Q@. Yes. At page 83 of your company's 
submission, Mr, Dingle, you say in the second sentence 
in the first paragraph that your company is convinced 
of the necessity of effecting a close integration of 
rail and road operation and you see such integration, 


of course, as being of value to your company. - 
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gather from your earlier evidence a moment ago, you 
see this as being of Gellue to Canadian itis ei as a 
whole, do you? 

A, Yes, we do, 

Q. And I take it that the value which you 
see in such an arrangement to shippers as a whole is 
that as far as your company's facilities are concerned 
this integration would ensure to the shipper the most 
effective use of those two facilities? 

A. That is our intention, yes. 

Q. Now, at paragraph 59 of Part III of the 
‘submission of the Government of the Province of 
Saskatchewan -- you have read this, I suppose, have 
you? 

A. I am not sure if I am familiar with 
what you are referring to. 

Q. May I read just part of it to you. 
Paragraph 59, Part III of the Government submission 
says this; 

"On the basis of the considerations 

presented and discussed above, the 

Government of the Province of Saskatche- 

wan urges that this Commission recommend 

to the Government of Canada the creation 

by a separate ne of Parliament, of a 

Canadian ‘transportation authority! to 

combine and include the present function, 


duties and responsibilities of the Board 


of Transport Commissioners for Canada, 
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and that such transportation authority 

be empowered especially to eetene its 

jurisdiction to the regulation and control 

of interprovincial and international motor 
truck transportation, This agency would 
have as its objective the further coordi- 
nation of transport services in the 
interests of the public with a view to 
ensuring the most effective use of all 
transportation facilities." 

Now, the programme which your compamy has on foot with 

respect to its highway operations might fit in very 

well with such a scheme, might it not? 

A. It could be, yes. 

Qe May I ask whether your company supports 
this particular proposal which the Government of 
Saskatchewan puts forward? 

A, Well, I have not considered it because 
I did not read that part of it. What I did read 
from Saskatchewan was that they did not really oppose 
what we had in mind, 

Q Well, having this read to you, I 
appreciate this may come a bit out of the blue at the 
moment do you see, in a general way, any objection 
to such a proposal having in mind the plans which 
your company has on foot? 

THE CHAIRMAN: I think he should have time 
to consider the answer. 


MR, CARTER: Q. Now, as part of this 
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particular proposal, Mr. Dingle, Saskatchewan suggests 
that in that field of interprovincilal truck trans- 
portation there should be rate regulation in the 

sense that a floor and a ceiling should be set. Do 
you understand? 

A. Yes. 

Q. That is, a maximum rate should be fixed 
and, on the other hand, no rate could be published 
which was not compensatory. Do you understand me? 

A. Yes, I understand, 

Q. And the area in between would be the 
area of competition, if you like, Now, again here 
you may wish to consider your answer to this question 
but my question is whether your company agrees with 
such a proposal? 

A. Well, that is hard to say. I cannot 
answer that but perhaps counsel will for me. I’ prefer 
to leave it unless Mr. Hart would care to speak to it. 

MR, MACDOUGAILL: I think it is a point that 
counsel can speak to, Mr. Chairman, 

THE CHAIRMAN: We will hear from you in due 
course on that subject, Mr. Macdougall. 


MR. CARTER: Thank you, that is all. 


CROSS-EXAMINATION BY MR, FOURNIER: 

Q. Mr. Dingle, when I requested this infor- 
mation from counsel of the Canadian National Railways 
I asked for certain specific information which the 
reply did not provide. Inparagraph 5, which of 


these lines, referring to highway carrier lines, are 
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parallel to railroads and to which of them, the Canadian 
Pacific or the Canadian National or any other railway. 
Could you tell me if Canadian National Transportation 
operates any route which would be parallel to the 
Canadian Pacific? 

A. I think that would be the case in some 
instances but I would have to check because I As not 
know offhand. 

Q. And you would not know, of course, 
whereabouts, where they would be parallel,let us say, 
in which region you would be parallel to Canadian 
Pacific? 

A. You are talking of Quebec? 

Qe No, I am speaking of the region where 
Canadian National is operating. 

A. Well, I imagine there is some parallel- 
ing, but I cannot answer you specifically at this 
time. 

Q- Will you be able to answer as to the 
Canadian Pacific Railway, is Canadian Pacific operating 
highway carrier parallel to Canadian National, I mean 
parallel to the rail? 

A. Well, I am answering very quickly without 
much time to think about it, but I imagine there is 
some duplication, yes. 

Q. So, I imagine if the other companies or 
subsidiaries which have been mentioned in this letter 
had had the same question put, their replies would be 


the same? 
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A, That is correct, sir. 

Q. Would it be possible for ee to bagidas 
the Commission with this information, precise information 
as to whether or not the Canadian National Railways 
through its subsidiaries is operating a highway carrier 
route parallel to Canadian Pacific and vice versa? 

MR. MACDOUGALL: Mr. Chairman, I think the 
Commission will appreciate that it is a little diffi- 
cult for Mr. Dingle, not only Mr. Dingle but for the 
company to give an answer to the question as asked, if 
you take the highway operations of these companies, that 
is the information we have given Mr. Fournier, basically 
you can be said to parallel both railway lines all 
across Canada because traffic operations extend all 
over Canada. But, if he is looking for where a track 
is parallel cheek by jowl ten miles apart both served 
by railway and road, that is another point. It is a 
little difficult for this witness to answer the question 
except in a general way tosay that in the nature of our 
country a diin and roads parallel each other through 
most of the land. 

THE CHAIRMAN s Are there any particular ones 
that come to mind inparticular? 

MR, FOURNIER: I am sorry, I do not under- 
stand. 

THE CHAIRMAN: Any particular roads in 
particular that you hiave in mind? 

MR, FOURNIER: No, sir. The point is to 


have this information and know whether or not the two 
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important railways are also competing on the road 
against the rail. 

THE CHAIRMAN: Well, that general question 
could be answered by a general answer. 

MR. FOURNIER: Q. “Could” you"tell”’us if 
generally Canadian National subsidiaries as highway 
carriers are competing with the Canadian Pacific rail? 

A. I think that would be the case, yes. 

THE CHAIRMAN : You fight the C.P.R. with 
all your weapons? 

THE WITNESS: yes, I think everything is 
fair in love and war. 

MR, FOURNIER: Qe Could you tell the 
Commission if the position of this highway carrier 
business which most of them were acquired in 1959 and 
1960, as I understand? 

A. Yes. 

Q. Would eee tert me if the company has 
in view to abandon rail and replace it by the trucking 
business? 

A. In some areas --- 

Q. I am sorry. 

ee In some areas I think in the future that 
would be the case. 

Q. That would be the case? 

A. Yes. 

Q. And the companies which you would have 


purchased were chosen especially in regions, I imagine, 


where the Canadian National Railways contemplate 
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abandoning trackage? 

A. No. I do not want to fete the wrong 
impression. I said that I think in time the trucks 
may take over the service of a specific branch line, 

I did not suggest they would acquire these to get 
rid of the branch lines. 

THE CHAIRMAN: You are not anticipating? 

THE WITNESS: No, I am not anticipating that 
at all but it could be that in some areas the truck 
could take over from rail service. 

MR, FOURNIER: Q. Has it been done within 
the last two or three years that the truck took over 
where the rail left off? You abandoned traffic and 
went on carrying transportation through highway in 
the same region? 

| A. There was some of that planned in the 
Bruce Peninsula area of Ontario and that is, to the 
best of my recollection, in being now, That is an 
example, 

Q. Now, I understand from this letter that 
one piece of information that was asked was the annual 
gross revenue of ¢ach of these companies since 
their acquisition and the profits and losses and your 
counsel's reply to this question was the followings 

"The information you requested concerning 

gross revenues’ and profit and loss is, 

of course, restricted information which 

we are not prepared to disclose for 


very obvious policy reasons," 


Rilorrw oft evsed oF ters toa ob X . 


ah 


4 nt | 


5 ae 
galas rad ocd, ack? a 2 MEE: ?¢ ads btea cide comt | 
. PRAT! ‘ nay vi 

enti sstiesd eihinit tees ASS ad ~eVve end Xe 


| 


2 


‘on of sweg? wmtdpor: biwow weed deazaus ton pent) 


cs 


’ 


Sankt domard og? 9 biz | 

ton ova. wo¥. . :MAMATABD. MR 0S . 

ae | eee 

tad? antiagqloties. gon’ me I «(ou E23e ‘cIW SHY ‘NGS 


cP , 0 a 
Yoiusd OAT BserR Oemoe oh. 7 aris ay Oivag ti. gud ffs da AB Wy 
, a . : ; / + 


ce Tat 
4 : ~2 — 
=) oe | > 
~ 
a 5 
£ 
ba 
Cal 
4 
? 
. 
nie 
7 
=) 
ee 
*; 
' 
= 
t) 
bd r 
aj ‘ 
~_ 
‘? 
& 
2¢ 


--,eotvies flax moct weve @ilad blued | eae 
4 


i 4 Alea Liar 
, j 7 + 


4 ; 2 ; ee lh! Anny ‘t, h 
1 ” P A ; re , oh wes — hae : Oyo, § 
tt hy, abiint watered 4) we ny » $2 WASTED 24 . a ee 
ie eee ee oi. W ee Seg 32 8Bba a be ?RALV IG i 4 uM arte 
. a 
4 } ™ ro" “ id ' a 
yea) y97o 100d dome? of att a reey oarat *9 owt gasl ade 
te i 4 7 
; : ; : . 
' } 
| see op <P? nee a eros Pure ton mY OS oy oh a be 3 
: bas oltiss?, benobhbasda, vo¥ ‘Tho diel [tar edt orestw 
} J ; 
A t 
| 4 
= ? ic a o - b. = ' 
hal i ag Hy ‘ 4 Bb. fie t $ A. a Cc as aty y* B 4 8 uP ry iif ! 
iw { 
; 
J 
. Taotger omsa. oid 
t 
L oo = f fa , ¢ vey oe ~~. F 5 
: Jee we 444 € } j 3 a reget ‘ 
‘ 
i | ae 
; = 2 , be eter arid oe) ug if “ : ey wee ' ‘ fy at pe gf apm o_ na 
. end of .at Jedd Bae olvavn® to sete eivepined eoinnt 
71 , ay. 
: 


‘ 4 
ot aod « : a id oa. a F - 7 ¥ ‘ Nyt ew a” ew & Py vy! 7 4 ; 
fais “oarsel ala? mov? pasiegueiay 2 . wow «2 


“y ; 4 


7 aoe ie pilens ‘ » oh on 
ghole weaineamos seens jo A 


088 to entevet bad 


, Sate vat ie ‘ae 
twoy bos aeeaol bra etitetq etd Daa noltlelupos =k 


vt y 


4 [aunce ere asw doles egw ted? wobdemrotnt to Mee, Sfie 
| smiiwollol’ es asw, dolJdesup aid? od vitae: at fa 
! 


antareonos bevaeuped | yoy HOLT aorta Rad eat" 
cGt seo bam #4 trg bat’ eouneven mony ar 
T> ra % 
dolce HOLS aatLo t. Dedonize 98 oD. 
‘osm seldom NaN amelie 
| a Manele Ga Pan a 
"so Pi enon sik 
a ena 
- we | 


29 


30 


ANGUS, STONEHOUSE & CO. LTD. Dingle, cr-ex 18696 
TORONTO, ONTARIO 
(Fournier ) 


I readily understand the reply but would it 
be possible for you to provide this information con- 
fidentially to the Commission? 

MR, McDONALD: Wo, we are not providing that 
information at all. It is not relevant to this inquiry. 

MR, FOURNIER : Q. I understand that in 1951 
the Turgeon Report on the same question of railway 
ownership of truck lines, the conclusions were as 
follows -<-= 

THE CHATRMANs: Page? 

MR, FOURNIER: Page 153; 

"Tt would seem that operation of trucks 

may be an essential and complementary 

part of railway operation, more especially 

in view of changing conditions. Under these 

circumstances it does not appear reasonable 

that railways should be prohibited from 
operating trucks or truck lines, There 

is no evidence to show that there, is danger 

at present of the railways stifling com- 

petition by ownership of trucks. This 

would be a matter to be dealt with if and 

when the occasion arises." 

I think, sir, that if the information as to annual gross 
revenue of these companies since their acquisition, their 
profits and losses and also other information which 1t 
seems to me I have asked, price of purchase, I think 

this information should be given to the Commission. 


I do not mean you should disclose it publicly but it 
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would help the Commission to appreciate as a whole 
if there is any danger of monopoly. | 

MR, SINCLAIR: The same questions have been 
directed towards us and our reply is the same, 

THE CHAIRMAN: We will consider whether we 
want the information. 

MR, SINCLAIR: I would go further than this 
and recall to the Commission that counsel for the 
Trucking Associations has stated that Canadian Pacific, 
which has been in this business, had very substantial 
trucking interests in western Canada in particular 
but also in other parts of Canada for a great many 
years has not -- Mr, Hume has said this and made it 
clear through @ number of witmesses that the Canadian 
Pacific has not used them to -- I think his phrase 
was predatory pricing or to operate them in a way 
detrimental to the full development of trucking 
within its proper sphere, When counsel for the 
Canadian Trucking Associations takes that position 
and he has done it certainly as far as Canadian 
Paeific is concerned, we are not prepared to do any- 
thing more than we have done for my friend and 
offer to have madé available to the Commission staff 
when it visited us the information they asked us to 
provide. That is as far as we are prepared to go 
and I certainly agree with my friend Mr. McDonald 
and in view of what I have brought to your attention 
from Mr, Hume, it is really a matter of argument. 


THE CHAIRMAN: We will keep that in mind. 
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MR, FOURNIER : Qo i certainly do appreciat 
the information that was provided both by napeadtee 
Pacific and Canadian National. Would it be possible 
for you to tell us at this time, Mr. Dingle, if your 
company intends to acquire further highway carriers 
in the Province of Quebec? 

A. I am not able to answer, I know of 
nothing at the moment but it might happen. I am not 
sure at this time. 


MR, FOURNIER: Thank you, sir, that is all. 


BY COMMISSIONER BALCH: 

Q. I have a couple of guestions. I asked 
Mr. Hart this morning that question about the merchan- 
dising service, do you expect any material benefits 
to the shipper from the merchandising service, monetary, 
we will say. I believe that the railway company it- 
self is going to benefit by the increase but how about 
the shipper, is there any thought of that at all. 


A. You said"monetary,"did you not? 
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Qe I mentioned monotary? 

A, Certainly, we intend to better our 
service, but in a@ monotary way I am not prepared to 
say. 

Q. On page 27 you show that the improved 
technology has changed the character of railway 
employment, and then again on page 28, "... declining 
traffic demand has dictated that some employees must 
be put out of work." Could you say whether more 
employees are affected by technological changes or 
declining traffic? 

A, Well, I have not a specific breakdown, 
but certainly to date employees have been affected more 
by declining traffic at today's levels, 

Q, But would you think in future the 
technological changes will make quite a difference? 

A, Oh, it will be quite a difference, yes, 

Q. Hump yards -~ I believe it is quite 
evident that there will be considerable loss of yard 
staff? 

A, Yes. 

Q. There is one going in at Moncton now: 

I do not suppose you know what will be the reduction 
in the yard staff? 

A, Perhaps I could give you some indication 
of it, but it would only be theoretical at the moment, 
As far as the yard staff itself is concerned, clerical 
and otherwise, it is about the same; but the reduction 
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ANGUS, STONEHOUSE & co.Ltp. Dingle 9 18700 
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only an estimate that is in line with our economics 
at the time of instituting the atdiiebion of the 
yards. 

Q. And of course, Montreal and Winnipeg 
-~ you will have a large yard starting in Montreal 
soon? 

A. Yes, Montreal will come into operation 
sometime after the first of the year, Moncton this week, 
and Winnipeg sometime in 1961. 

I thought I had the information here, but it 
is not readily available. 

Q. You will let the Commission have it? 

A, Yes. 

Q. On page 76 you go into the question of 
free transportation, and this wording: "Canadian 
National intends to discontinue the issuance of free 
transportation to many of the categories of persons 
now entitled to receive this privilege under general 
order 656 of the Board of Transport Commissioners," I 
believe the Canadian Pacific was far more specific than 
you are: Could you elaborate on that -- the categories 
of persons under general order 656? 

A, Qur consideration in this matter has 
been joint with the Canadian Pacific and we intend to 
take exactly the same action. 

Q. Well then, if the answer is the same 
for Canadian Pacific and yours ...? 

A, That is right. 


Q. T have a question to ask the Canadian 
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Paeific later. 

MR, SINCLAIR: Mr. Emerson will answer 
Commissioner Balch when he comes back, 

THE WITNESS: I am sorry, Mr. Baleh, I have 
not got that information on the yard at Moncton, 

I can supply it through counsel or when I 
come back later, 

COMMISSIONER BALCH: Q. Could you give us 
Montreal as well? 

A, Yes, I can give you the three, if you 
wish, Those are estimated at certain levels at the 
time we were making our plans for construction. 

Qe I think it is a recognized fact that 
all these technological changes the railways are going 
to put in in future are definitely going to constitute 
a loss of employment? 

A, Yes, there is, but we hope and pray we 
will be able to re-establish these employees in some 


useful form of employment, 


BY GOMMISSIONER PLATT: 


Q. Mr. Dingle, in regard to integration 
of rail and truck and your merchandising scheme, if 
this is as successful as you seem to hope it will be, 
will this not tend to get you back into at least a 
semi-monopolistic position again? 

A No, I do not believe so, sir. We say in 


our brief that we have no interest in driving the 
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trucker out of business. We know each has its 
appropriate place in the transportation eorve) Our aim 
is to use each tool, rail or truck, where it ie best 
suited for doing the transportation job, and in 
combination with such service would produce the best 
result. That is our aim and hope, 

Q. Would you envisage, for example, 
supposing that a branch line, to take an extreme case, 
is abandoned, and several independent truckers are 
servicing the area abandoned by the et Would you 
enter into an wreement with them on through rates with 
all those companies, or only one of them? 

A, It all depends, really; I cannot answer 
you specifically, but I think that would be the logical 
thing. 

Q. Which would be the logical thing? 

A, To combine the rate, 

THE CHAIRMAN: With all? 

COMMISSIONER BALCH: Q, Supposing there are 
three independent truckers serving this area: would 
you enter into the agreement on through rates with all 
three of them or just one of them? 

A, Well, again, it is a little out of my 
field, but I would think what established lines are 
there would enter into our consideration of the matter, 
depending on circumstances, 

Q. I would appreciate it would depend on 
circumstances, but it is rather important from the 


point of view of information as to just what is done 
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in a case like that? 

A, I do not think I could elaborate on 
that to any extent. I do think, and I repeat, that if 
there are three established truckers and we made any 
rate arrangement, we would certainly have to make that 
rate arrangement with them all. | 

THE CHAIRMAN: The opinion of Mr. Hart was 
that pricing was caught up by competition, Your 
evidence, as I understand it, is that the same forces 
are at work and as a result there may be a great deal o 
track that may be obsolete? 

THE WITNESS: There might well be, sir, yes. 

MR. FOURNIER: Mr. Chairman, could I ask 


an additional guestion of Mr. Dingie? 


Qo Mr. Dingle, would you tell me if there 
is any uneconomical freight lines operating in the 
province of Quebec -- non-profitable freight lines 
operating within the province of Quebec? 

A, Well, I have not made a study of it, 
sir, but I imagine that there are, Without a specific 
study I would not like to answer yes or no. 

Qo Would you give us this information at 
a later date? 

MR, MACDOUGALL: Mr. Chairman, probably my 
friend does not understand the difficulty he is putting 


this witness in, He has not got readily available to 
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1 

y him detailed costing of individual branch lines, We 

3 have records of density and things we eo by in’ that 

4 regard, so no one in the company would be able to give 
5 a study on the branch lines in the province of Quebec, 
6 and that is what my friend is asking, and that 

7 information is not available. The density figures, 

8 of course, are available, 

9 Mr, Chairman, that is all we have with this 
10 witness until he is recalled in accordance with the 

il Commission's ruling of a few days ago. 

12 THE CHAIRMAN: Thank you, Mr. Dingle. 

13 Me, Cooper, where are we now? 

14 MR, COOPER: We are at the point now, Mr. 

15 Chairman, where we adjourn until November the 7th, 

16 and the first witness will be the cross-examination of 
17 Mr. Emerson, and on November the Sth to 11th there will 
18 be the submissions concerning statutory and related 

19 rates on grain and grain products by the provinces of 
20 Manitoba and Alberta, and the joint submission of the 
Zl provincial pools and United Grain Growers Limited, Mr. 
22 McKinley's submission -- that is, the direct evidence 
23 on the grain costing, and on November the 14th and 

24 16th, while the cost conference is taking place Mr. 
25"| Edsforth will be here for cross-examination, He will 
26 be followed by the cross~examination of the Canadian 
27 National Railways' witness as has just been mentioned, 
28 and then, November the 17th and 18th, Saskatchewan 
29 Wheat Pool and Mr. J.F. Brown, M.P. has a submission 


30 to the Commission, That is about as far as I can go. 
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THE CHAIRMAN: And the witness Ulmer? 

MR, GOOPER: The witness Ulmer is one of the 
cost witnesses speaking on the cost. of money, and I 
understand Mr, Sinclair is prepared to cross-examine 
Mr. Ulmer after he has given his direct evidence, 
although Mr. Sinclair has made it clear he would like 
a breathing space, by which I understand he means a 
reasonable or short length of time between the 
conelusion of Mr. Ulmer's direct evidence and his cross 
examination, and I see no reason why that should not 
be granted. 

THE CHAIRMAN: Now, is our program understood 

MR, COOPER: I should have mentioned that 
the hearings commencing November the 7th will be held 
at the Chateau Laurier. I might put it this way: that 
all hearings that I have mentioned will be held in the 
Board of Transport Commissioners court room -- that is 
here -- except on November the 7th, Sth, 9th, 10th, 
15th and 16th, when the Commission will hold hearings 
in the Chateau Laurier, 

THE CHAIRMAN: Well, we will adjourn until 


Monday at 10 o'clock. 


--- Adjournment ~«-= 
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